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MRU Holdings, Inc. (NASDAQ: UNCL) is a publicly traded specialty finance company that provides students
with funds for higher education using a blend of current market credit practices as well as its own proprietary
analytic models and decision tools. MRU Holdings has a renowned brand name “MyRichUncle™” and a
highly scalable origination infrastructure.

From its inception, MyRichUncle has been at the forefront of innovation in education finance, most recently
focusing on the growth market of student Joans. Since the launch of its student loan program in the summer
of 2005, MyRichUncle has originated more than $320 million in private and federal student loans using its
breakihrough underwriting platforms and innovative technology to deliver competitively priced products and
services to borrowers.

Dedicated to reshaping the student loan industry to function in the best interests of parents and students,
founders Vishal Garg and Raza Khan and their team are commitied to delivering the most innovative solutions
for their customers” financing needs.

Additiona) information concerning MRU Holdings and MyRichUncle is available at
hutp://www.mruholdings.com and hup://www.MyRichUncle.com




FISCAL 2007 HIGHLIGHTS

Record Originations

Originated $154.4 million in private and federal student loans during fiscal 2007, an increase of 297% com-
pared to fiscal 2006 originations of $38.9 mitlion. Originated over $320 million since launch of MyRichUncle
student loan program in 2005. Our direct-to-consumer marketing strategy is working with cur MyRichUncle
brand becoming one of the largest originators of private student loans in the country within a space of two
years from entering the market.

First Profitable Quarter

The fourth quarter of fiscal 2007 was our first profitable quarter, with net income of more than $2.5 million
before preferred stock dividends and a non-cash adjustment for the warrants that Nomura received for provid-
ing MRU Holdings® first credit facility.

Private Student Loan Securitization

Closed first securitization of direct-to-consumer private student loans in June 2007, issuing $200 million in
principal amount of asset-backed securities. Achieved excellent economics with terms on par with other
companies in our industry who are significantly larger and more established than we are. Our overall revenue
yield on loans sold into the securitization trust was 13%.

Capital Markets Recognition

In June 2007, MRU Holdings was added to the Russell Microcap Index, which measures the performance of

the microcap segment. In July 2007, MRU Holdings met the NASDAQ requirements to be upgraded to list its
securities on the NASDAQ Global Market, enhancing its visibility through inclusion in the NASDAQ Global

Market Composite Index.




TO OUR STOCKHOLDERS
Dear Stockholders:

We ook a pioneering position when we launched our private student loan program in 2005 by focusing
on a direct-to-consumer marketing strategy. And the results have been outstanding.

Fiscal 2007 Was a Terrific Year for MRU - A Year with Many “Firsts”

We began fiscal 2007 by expanding beyond private student loans and extending our product offerings to
include Federal Stafford, PLUS and GradPLUS loans with an upfront interest rate reduction that broke an
industry myth that all Federal loans are priced the same. We ended fiscal 2007 with our first private student
loan securitization and our first profitable quarter.

Throughout fiscal 2007, we had tremendous success in reaching and engaging consumers in an efficient
and effective manner. Indeed, our direct-to-consumer marketing strategy is working, with the MyRichUncle™
brand becoming one of the largest originators of private student loans in the country within a space of two
vears from entering the market. We have originated over $320 million in student loans during this two-year
period.

MRU Is a Pioneer in Direct-to-Consumer Lending

Qur approach to student lending has afforded us a different position in the current market landscape, As a
result of how we approached the market, the MyRichUncle brand is synonymous with conflict-free student
lending, and as our results demonstrate, that position has served us well. We believe that we will see further
growth as a larger number of students and their parents seek more affordable and trustworthy financing alter-
natives for college.

Strong Market Dynamic

The cost of college has been rising higher than inflution and income growth, and is expected to continue
on that trajectory creating a private student loan marketplace that approximates $18 billion today and is
expected to reach $60 billion over the next five years. We believe we will benefit from both growth in the
market and growth in our market share as we continue to be an advocate for consumers.

Innovative and Responsible Marketing

A consistent message to consumers -- It Matters Now -- underscores MyRichUncle’s belief in the impor-
tance of making smart, well-informed decisions about student borrowing.

Our growing toan volume reflects the connection we are making with families and validates our direct-to-
consumer business model. As the student loan market is opening up, MyRichUncle’s continued growth will be
mobilized through the customer experience we offer;

= a full suite of products designed to provide greater access and affordability:
*  greater transparency and better information that supports smarter decisions; and
*  high quality service to all borrowers.

We believe strongly that our direct-to-consumer marketing combined with our rigorous underwriting
processes, improved turnaround times and the quality of our customer service will continue to generate
increased demand for our loans. We are already well on our way to achieving our origination goals for fiscal
2008.

Breaking Down Barriers in the Federal Student Loan Program

Early in fiscal 2007, we launched our Federal loan program, which continues to make significant inroads
into a marketplace where distribution has been largely controlled by financial aid oftices and large banks and
Federal student loan companies. We offer no-strings-attached discounts to the maximum federally mandated
interest rates, an industry first that has been successful in the marketplace. as evidenced by originations of $30
millicn in Federal loans in our first year. Our ability to price better than the market is part innovation, part
efficiency and part advocacy, which drives our desire to be a family’s #1 choice for financing their education,




Changing Legislative Landscape

In Fall 2006, a major shift in the student loan industry occurred with national media coverage of many of
the long-standing but questionable practices that MyRichUncle had been highlighting for borrowers, Subse-
quent inquiries by state and federal regulatory agencies ultimately resulted in new legislation exposing these
predatory practices and opening these formerly closed channels. MyRichUncle has and continues to put forth
a message to students and parents about being an active and informed consumer as the best way (0 protect
yourself against paying more than you should.

MyRichUncle Loan Origination Yolumes Soar

Our loan volumes have been growing at a fantastic pace. We were pleased with the $154 million in
privaie and Federal loans we originated in fiscal 2007,

Yet our largest originations milestone was yet to come. In the first quarter of fiscal 2008, we originated
$130 million, a record level of loans during the important Fall back-to-school season. We are extremely
satisfied with the growth we have been experiencing in both loan levels and market share. And we look
towards achieving further milesiones as our branding efforts increasingly resonate among students and their
families.

First Securitization with Excellent Economics

Qur first securitization in June 2007 of $200 million in private student loans was a major milestone for
us. We believe the positive reception by investors, especially during a turbulent market environment, validates
our business model.

The securitization generated excellent economics. [t was completed at terms that were on par with com-
petitors in our industry that are significantly larger and more established. Our cost of funds was comparable to
major student loan originators, resulting in an overal! yield to us of approximately 13%.

Enhanced Capitalization

As part of our strategic plan 1o enhance our capitalization, we worked with Nomura to monetize their
warrant position resulting in an increase in our common stock float. Nomura sold seven million warrants
generating net proceeds to us of $24.4 million. These proceeds have further enhanced our ability to broaden
our preduct development programs, expand our marketing efforts and continue to hire exceptional talent.

We have developed a talented and hardworking team who has excelled at the execution of our strategic
growth plan. We thank them all for their hard work and contributions to our shared success.

Future Outlook

Looking forward, we expect to generate significant growth in loan originations and market share. In fiscal
2008, we expect to more than double our fiscal 2007 loan origination levels, as we move closer to our goal of
becoming the market leader in direct-to-consumer student lending.

We will continue to execute our growth strategy, which is designed to meet the increased demand for
fairly priced loans 10 finance the needs of an ever-growing college-bound population. And our expeditious use
of technology will continue to deliver economies of scale, resulting in improved margins and increased value
for our customers and shareholders.

We thank you sincerely for your confidence in us.

f&&'{u

Edwin J. McGuinn. Jr.
Chairman and CEQ




Explanatory Note:

As disclosed in our current report on Form 8-K filed on October 5, 2007 with the Securities and Exchange
Commission (the “SEC™), we discovered that our annual report on Form 10-KSB for the fiscal year ended
June 30, 2007 filed with the SEC on September 28, 2007 (the “10-KSB™), contained an inadvertent typo-
graphical error. The consolidated balance sheet and related note (Note 7 — Stockholders’ Equity) contained
within the 10-KSB indicaled on pages F-2 and F-18, respectively, that there were 25,000,000 shares of our
Series B Convertible Preferred Stock (the “Series B Stock™) currently authorized. In fact, pursuant to our
charter, 25,000,000 shares of preferred stock are currently authorized, of which 12,000,000 shares have been
designated as Series B Stock, 4,500.000 shares have been designaled as Series A Convertible Preferred Stock
and the remaining 8,500,000 shares remain undesignated.




BOARD OF DIRECTORS AND EXECUTIVE OFFICERS

BOARD OF DIRECTORS

Michael Brown
General Partner
Battery Ventures

Richmond T. Fisher
Co-founder and Managing Director
RaceRock Capital Partners, LLC

Andrew Mathieson
Founder and President
Fintura Corporation

C. David Bushley

Senior Vice President

and Director of Compensation
Bank of New York Mellon

Vishal Garg
Co-founder and CFO
MRU Holdings, Inc.

Edwin J. McGuinn, Jr,
Chairman and CEQ
MRU Holdings, Inc.

Sunil Dhaliwal
General Partner
Battery Ventures

Raza Khan
Co-founder and President
MRU Holdings. Inc.

EXECUTIVE OFFICERS

Edwin J. McGuinn, Jr.
Chairman and CEQ

Jonathan Coblentz
Treasurer and
Head of Capital Markets

Vishal Garg
Co-founder and CFO

John P. Derham
Chief Marketing Oflicer

Raza Khan
Co-founder and President

Yariv C. Katz
Vice Prestdent and
General Counsel

OTHER COMPANY INFORMATION

Executive Oftices:
590 Madison Avenue
13" Floor

New York, NY 10022

Independent Auditors:

Bagell, Josephs, Levine & Company, LLC

200 Haddonfield Berlin Road
Gibbsboro, NJ (8026

INVESTOR INFORMATION

Transfer Agent and Registrar:

American Stock Transfer & Trust Company

59 Maiden Lane
New York, NY 10038
Phone: 800-937-5449

Annual Stockholders Meeting:

November 19, 2007: 12 p.m. local time

Withers Bergman LLP
430 Park Avenue. 10™ Floor
New York, NY 10022

Requests for a copy of our annual report on Form 10-KSB filed with the Securities and Exchange Commission. and
any other investor inquiries from individuals and institutional investors should be directed to:
Denise Gillen, Vice President Investor Relations Phone: 212-836-4165: email: dgillen@mruholdings.com

For additional information about MRU Holdings, Inc., please visit our web site at www.mruholdings.com
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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 10-KSB
ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the fiscal year ended June 30, 2007
] TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

% MRU HOLDINGS
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(212) 398-1780

(Issuer’s telephone number, including area code)

Securities Registered Pursuant to Section 12(b) of the Act: None.

Securities Registered Pursuant to Section 12(g) of the Act: Common stock, $0.001 par value per share

Check whether the issuer is not required to file reports pursuant to Section 13 or 15(d) of the Exchange Act. [

Check whether the issuer (1) filed all reports required to be filed by Section 13 or 15(d) of the Exchange Act during the past 12 months (or
| for such shorter period that the registrant was required to file such reports), and (2) has been subject to such filing requirements for the past
! 90days. B Yes O No
. Check if there is no disclosure of delinquent filers in response to Item 405 of Regulation S-B contained in this form, and no disclosure will
' be contained, to the best of registrant's knowledge, in definitive proxy or information statements incorporated by reference in Part II of this

Form 10-KSB or any amendment to this Form 10-KSB.

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). 0 Yes No

Issuer’s revenues for the year ended June 30, 2007 were approximately $10.1 million,

The aggregate market value of the registrant’s voting common stock held by non-affiliates of the registrant on September 21, 2007 (based

- ,



upon the per share closing sale price of $5.74 on such date) was approximately $115. 5 million.

The number of shares outstanding of the issuer’s common stock, $0.001 par value, as of the latest practicable date: 25,885,451 shares as of
September 21, 2007.

DOCUMENTS INCORPORATED BY REFERENCE

Part I1I of this Annual Report on Form 10-KSB incorporates by reference portions of the registrant’s definitive proxy statement for its 2007
Annual Meeting of Stockholders to be filed with the Securities and Exchange Commission within 120 days after the close of the registrant’s
fiscal year.

Transitional Small Business Disclosure Format (Check one): 0 Yes B No
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SPECIAL NOTE OF CAUTION REGARDING FORWARD-LOOKING STATEMENTS

Except for historical information contained herein, this annual report on Form 10-KSB contains forward-looking staterents within the meaning of
Section 27A of the Securities Act of 1933, Section 21E of the Secunities Exchange Act of 1934, and the Private Securities Litigation Reform Act of
1995, This annual report on Form 10-KSB includes statements regarding our plans, goals, strategies, intent, beliefs or current expectations. These
statements are expressed in good faith and based upon a reasonable basis when made, but there can be no assurance that these expectations will be
achieved or accomplished. Sentences in this document containing verbs such as “believe,” “plan,” “intend,” “anticipate,” “target,” “estimate,”
“expect,” and the like, andfor future-tense or conditional constructions {*will,” “may,” “could,” “should,” etc.) constitute forward-looking statements
that involve risks and uncertainties. tems contemplating or making assumptions about, actual or potential future sales, market size, coliaborations, and
trends or operating resulis also constitute such forward-locking statements.

o "o "o

Although forward-looking statements in this annual report on Form 10-K8B reflect the good faith judgment of management, such statements can only
be based on facts and factors currently known by management. Consequently, forward-looking statements arc inherenily subject to risks and
uncertainties, and actual resuhis and outcomes may differ materially from the results and outcomes discussed in, or anticipated by, the forward-locking
statemnents. Readers are urged nat to place undue reliznce on these forward-looking statements, which speak only as of the date of this annuat repott on
Form 10-KSB. We undentake no obligation to revise or updaie any forward-fooking statements in order to reflect any event or circumstance that may
arise afler the date of this annual report on Form 10-K8B, other than as may be required by applicable law or regulation. Readers are urged 1o carefully
review and consider the various disclosures made by us in the below listed risk factors, which attempt 1o advise interested parties of the risk factors that
may affect our business, financtal condition, results of operations and cash flows.

As used in this annual report, the terms “we,” *us,” *our,” or “the Company™ means MRU Heldings, Inc.
RISK FACTORS

lnvesting in our comimon stock involves a high degree of risk. You should carefully consider the following risks and uncenainties described below in
addition to the other information contained in this annual report on Form 10-KSB. 1f any of the following risks actually occur, our business, financial
condition, or results of operations prospects and/or financial condition would likely suffer. If those events occurred, the trading price of our commeon
stock would be valued accordingly.

We have a history of losses and. because we expect our operating expenses to increase in the future, we may ot be profitable in the near term,
ifever.

The Company has accumulated net operating less deficits of $53.6 million through June 30, 2007, The fourth quarter of the 2007 fiscal year, in which
the Company had net income of $0.8 millicn, was our first profitable quarter due to the securitization, There can be no assurance that we will generate
net income for our stockholders on a consisient basis.

We expect to generate a significant portion of our income from goins on the sale of our student loans to securitizations; our financial results
and future growth would be adversely affected if we are unable to securitize,

Securitization refers to the technique of pooling loans and selling them (o a special purpose, bankrupicy remote entity, typically a trust, which issues
securities backed by those loans. The Company completed its first securitization in June 2007, in which it recognized a gain of $16.2 million frem the
sale of $137.8 million of private student loans to a trust established by the Company. 1t is our intent to continue to securitize our student loans from
time to time as sufficient volumes of loans are originated to efficiently execute such transactions. The amount of gain we will recognize from these
securitizations will be affected by the timing, size and structure of the securitization transactions, as well as the composition of the loan pools to be
securitized, the retumn expectations of investors and assumptions we make regarding loan portfolio performance, including defaults, recoveries,
prepayments and the cost of funds. Because we expect the gain on sale of student loans to securitizations to comprise a significant portion of future
income, the size and timing of such ransactions will greatly affect our quarterly resulis, Until such time as we originate sufficient volume to efficiently
securitize loans every quarter, our income will vary significantly from one quarter to the next depending upon whether a securitization is executed in a
given quarter or not.




A number of factors could make securitization more difficult, more expensive or unavailable, including, but not limited to, financial results and losses,
changes within our organization, specific events that have an adverse impact on our reputation, changes in the activities of our business partners,
disruptions in the capital markets, specific events that have an adverse impact on the financial services industry, counter-party availability, changes
affecting our assets, our corporate and regulatary stnucture, interest rate fluctuations, ratings agencies' actions, general economic conditions and the
legal, regulatory, accounting and tax environments governing our funding transactions, We are dependent on the securitization markets for the long-
term financing of our student loans. Lf this market were to experience difficulties or if our asset quality were to deteriorate, we may be unable to
securitize our student loans or to do so on favorable terms, including pricing. If we were unable to securitize our student loans on favorable terms, we
would seek altemnative funding sources to fund increases in student loans and meet our other liquidity needs. These may include selling the loans to
other financial institutions or holding the loans on warehouse lines 10 term. [f we were unable to find cost-effective and stable funding alternatives, our
funding capabilities and liquidity would be negatively impacted and our cost of funds could increase, adversely affecting our results of operations, and
our ability to grow would be limited.

In connection with our recognition of revenue from securitization transactions, if the estimates we make, or the assumptions on which we rely,
in preparing our financial statements prove inaccurate, our actual results may vary materially from those reflected in our financial
statements.

In our current securitization, we have the right to receive any excess cash flow generated by the trust that is not needed to pay the trust’s liabilities. This
right 1o future cash flow is referred 10 as a residual interest. We have recorded the residual as a receivable on our balance sheet at our estitnate of its fair
value. Because there are no quoted market prices for our residual receivable, accounting rules require that we use discounted cash flow modeling
techniques and certain assumptions to estimate fair value. We have estimated the fair value initially and will estimate the fair value in each subsequent
quarter and reflect the change in our estimate of fair value in the other comprehensive income component of stockholders” equity for that period. Our
key assumptions 1o estimate the fair value include prepayment and discount rates, interest rates and the expected defaelis from the underlying
securitized loan portfolio and the recoveries thereon. If the actual performance of the securitization trust varies from the key assumptions we use, the
actual residuals that we receive from the trust could be significantly less than reflected in our current financial statements, and we may incur a material
negative adjustment to our camings in the period in which our assumptions change. In additien, our securitization yields, or our residuals from a new
securitization transaction expressed as a percentage of the total principal and accrued interest securitized, realized on future securitized transactions
could decrease if the actual performance of the securitization trust varies from the key assumptions we have used. In particular, economic, regulatory,
competitive and other factors affecting prepayment, default and recovery rates on the underlying securitized loan portfolio, including full or partial
prepayments and prepayments as a result of loan consolidation activity, could cause or contribute to differences between the actual performance of the
securitization trusts and our key assumptions.

Our residual in our secunitization is subordinate to securities issued to investors by the trust and may fail to generate any cash flow for us if the
securitized assets only generate enough cash flow to pay the debs holders.

Our risk control and cligibility scoring system may have defects or turn out to be ineffective, which could materially and adversely affect cur
prospects, business, and results of operations.

The proprietary systemn we use to score our students in determining their eligibility for and/or cost of financing and to control risk is based on our
existing knowledpe and available actuarial data and may be incomplete and/or inaccurate. If this system turns out to be ineffective, our prospects,
business, financizl condition, and results of operations could be materially and adversely affected.

Our business could be adversely affected if our student loan servicers fail to provide adequate or timely services or if our relationship with a
servicer terminates.

All of cur student loans are serviced by third-parties. This arrangement allows us 1o increase the volume of loans without incurting the overhead
investment in servicing operations. Qur reliance on external service providers for loan servicing subjects us to risks associated with inadequate or
untimely services, such as inadequate netice of developments in prepayments, delinguencies and defaults. A substantial increase in these rates could
adversely affect our ability to access profitably the securitization market and the value of our residual receivables. In addition, if our relationship with
any third-parry servicer terminates, we would need to transfer servicing to another third-party servicer of student loans, which could be time consuming
and costly. [n such event, our business could be adversely affected.




Demand for our products may decrease.

Demand for higher education financing may decrease. This may be as a result of a decrease in demand for higher education or increased affordability
for higher education. This increased affordability may be the result of universities reducing costs, families having more funds available to pay for
higher education, increases in the amount of availability of free financing such as scholarships or grants, or other factors unknown to us. Additionally,
further povernment suppert of higher education through increased funding for students and tax or other incentives refated to higher education may
reduce the costs, increase the affordability and decrease the demand for our private student loan products.

Our direct marketing initiative may not prove to be effective,

Our primary marketing strategy i5 to target parents and students direcily. We accomplish this principally through our website,
www MyRichlUpcle.com, which provides an interactive forum for parents and studenis to learn about our products and services and to apply for them
from us. There can be no assurance that the Internet will be an effective means of reaching our prospective customers, or that we will be able o
effectively utilize any alternative means that may become available, or that our marketing plans will succeed in attracting customers.

Public relations are an important part of our marketing program and our effort to build our reputation and brand identity. As our products and services
become better known, they may become less newsworthy, and we may receive less media coverage, or we may have to increase our public relations
efforts and expenditures to maimntain or increase the amount of media coverage we receive. We cannot assure you that media coverape will be accurate
and/or pesitive. Inaccurate and/or negative representations of the Company in the media may have a material adverse effect on our financial condition
and results of aperations.

Other sources of higher education financing may be preferred by borrowers,

We compete with other options that students and families may have available to them 10 finance the costs of post-secondary education. Families and
students may simply prefer other options. These options include, among others: home equity loans, prepaid tuition plans, 529 plans, education IRAs,
and credit cards. There is no assurance that we will be able to compete successfully against other providers of funds, including but not limited to
iraditional and established student loan providers, credit card or mongage lenders or any new forms of competition. If we are unable to compete
cffectively with these sources of funding, our business, financial condition, and results of operations will suffer and may require us to revise or
abandon our business plan or seek 10 sell, curtail, or discontinue our business.

We must be able to compete effectively with other providers of higher education financing products and services in order to succeed.

The market for higher education finance is highly competitive, and if we are not able to compete effectively, our revenue and results of operations may
be adversely affected. The [oan origination market has a large number of competitors and is dominated by a number of large institutions, including
Sallie Mae, Wells Fargo, Bank of America, JP Morgan Chase and Citibank. Most of our competitors have, among other competitive advantages,
greater financial, technical and marketing resources, larger customer bases, greater name recognition and more established relationships than we have.
Larger competitors with greater financial resources may be better able to respond to the need for technological changes, compete for skifled
professionals, build upen efficiencies based on a larger volume of transactions, procure capital at a lower cost, fund internal growth and compete for
market share generally. As to our alternative financing products and services where we hope to establish a niche, third parties may enier these markets
and compete against us. If third parties choose to provide the range of services that we provide, pricing for our services may become more competitive,
which could lower our profitability or eliminate profitability altogether,

If we do not comply with applicable governmental regulations, our business may suffer.

Our business operations and product offerings may be subject 10 various povernmental regulations. We are in the process of ascertaining the
applicability of various laws to us and our operations, If we become subject to additional gevernment regulation, our compliance costs could increase
significantly. Regulatory compliance activities could also divent our human and other resources from revenue-generating activities.




Changes in the regulatory regime could impair our business.

We operate in a heavily regulated industry and new laws and changes in existing laws could affect our business. The federal government and state
govemnments regulate extensively the financial instilutions and other entities that offer consumer finance products. The applicable laws and regulations
are subject to change and generally are intended to benefit and protect borrowers rather than our stockholders or us. Failure to comply with govemment
regulations could subject us 10 civil and criminal penalties and affect the value of our assets. We could also be required to indemnify our employees in
connection with any expenscs or liabilities that they may incur individually in connection with regulatory action against them. As a result, there could
be a material adverse effect on our prospects, business, financial condition and our results of operations.

If we violate applicable privacy laws our business could be materiatly adversely affected.

The federal government and state governments have enacted fraud and abuse laws and Jaws to protect borrowers’ privacy. Violations of these laws or
regulations goveming our operations or our third party business partners and our and theit clients could result in the imposition of civil or criminal
penalties, the cancellation of our contracts to provide services or exclusion from participating in education finance programs. These penalties or
exclusions, were they to occur, would negatively impair our ability to operate our business. In some cases, such violations may also render the loan
assets unenforceable. We could also have liability 10 consumers if we do not maintain their privacy, or if we do not abide by our own privacy policy
and any such violations could damage our reputation and the value and goodwill of our brand name. Viclations of these regulations could have a
material adverse effect on our financial condition, business and results of operations.

We may be unable te meet our capital requirements in the future.

We may need additional capital in the future, which may not be available to us on reasonable tems or at alt. The raising of additional capital may
dilute your ownership in us, We may need 1o raise additional funds through public or private debt or equity financings in order to meet various
objectives. Any additional capital raised through the sale of equity may dilute your ownership percensage in us. This could also result in a decrease in
the fair market vatue of our equity securities because our assets would be owned by a larger pool of cutstanding equity. The terms of securities we
issue in future capital transactions may be more favorable to our new investors, and may include preferences, security interests in specific assets,
superior voting rights and the issuance of warrants or other derivative securities, which may have a further dilutive effect. Furthermore, any additional
debt ot equity financing we may need may not be available on terms favorable to us, or at all. If we are unable to obtain required additioral capital, we
may be forced to curtail our growth plans or cut back our existing business and, further, we may not be able to continue cperating if we do not generate
sufficient revenues from operations we need to stay in business, We may incur substantiab costs in pursuing future capital financing, including
investment banking fees, lepal fees, accounting fees, securities law compliance fees, printing and disiribution expenses and other costs. We may also be
required to recognize non-cash expenses in connection with certain securities we may issue, such as convertible notes and warmants. which will impact
our financial statements,

There are market, credit and liquidity risks associated with our business which could have a material adverse effect on us,

We believe that, due to recent disruptions in the credit markets precipitated by the subprime mongage crisis, the cost of our credit facilities will likely
increase upon any future renewal to reflect current market conditions. Although we hope to renew our credit facilities on terms consistent with those
we have enjoyed up 1o present time, there can be no assurance that we will renew such credit facilities on equivalent terms, il at all.

Over the past nine months, as the economy has demonstrated signs of softening, banks have grown significantly more conservative in their lending
practices. Given the dramatic change in the overall credit environment and economy, we are not able to predict the terms, if any, under which our
existing lenders would renew our credit facilities, In anticipation of this outcome, we have begun discussions with a number of other banks to broaden
our warehouse funding channels and to ensure competitive economic terms. However, no assurance can be given that our effons to secure additional
credit facilities on the same or more favorable terms will prove successful.

The uncenainty and volatility of the credit markets may have a significant impact on the revenues derived from our securitization transactions. The
securitization of our loan portfolios rely heavily on key assumptions, such as interest rates and expected defaults. If interest rates continue 1o rise and
the defaults of borrowers under our existing loan portfolios increase, the revenues generated by our loan porifolios may be significanily reduced, and
accordingly, we may be unable 10 continue 10 recover the same level of residual imerest from our securitization trusts which we achieved in the past
under more favorable market conditions.




Our business may suffer if we experience technical problems.

If our technology does not function properly, is breached or interrupted, or comains errors that we have not corrected, we may not achieve the
performance we expect. Any interruption in or breach of our information systems may result in lost business, For instance, our technology may contain
"bugs” ot become infected by computer viruses or wormns that may interfere with the functionality of our technology or negatively impact our
proprietary databases. We may not immediately detect and fix these problems, which may increase damage 10 our business. These problems may result
in, among other consequences, our over-estimating cash flows from borrowers or underestimating default rates. Third pasties who have relied on our
financial models or projections may have recourse against us in the event of inaccuracies caused by technical or other probltems. Individually or
cumulatively, these types of problems may have a material adverse effect on our business, financial condition and resulis of operations.

We rely heavily on our technology and our technotogy could become incffective or obsolete.

We rely on technology to interact with consumers to originate our products and 1o perfonn some servicing functions pertaining to our financing
products. It is possible that our technology may not be effective, or that consumers will not perceive it 1o be effective. We will be required to
continually enhance and update our technology to maintain its efficacy and to avoid obsolescence. The costs of doing so may be substantial, and may
be higher than the costs that we anticipate for technology maintenance and development. If we are unable to maintain the efficacy of our technology,
we may lose market share. Furiher, even if we arc able to maintain technical effectiveness, our technology may not be the mos: efficient means of
reaching our objectives, in which case we may incur higher operating costs than we would were our technology more efficient, The impact of technical
shoncomings could have a material adverse effect on our business, financial condition and results of operation.

If our systems arc unable to accommaodate a high volume of traffic on our web site, the growth of our revenue could be reduced or limited.

If existing or future customers’ use of our web site infrastructure increases beyond our capacity, customers may experience delays and interruptions in
seivice. As a result, they may seek the products of our competitors and our revenue growth could be limited or reduced. Because we seek to penerate a
high volume of iraffic and accommodate a large number of customers on our web site, the satisfactory performance, reliability, and availability of our
web site, processing systems, and network infrastructure are critical to our reputation and our ability 1o serve customers, If use of our web site
continues to increase, we will need to expand and upgrade our technology, processing systems, and network infrastructure. Currently, customer
response titmes have not had a material detrimental effect on our resulis of operations to date, our online services may in the future experience slower
response times due 10 increased traffic if this risk is not effectively addressed.

Our reliance on technology, including the Internet, as a means of offering and servicing our products and services may result in damages.

We offer and sell our products and services to borrowers using technology. Although the use of the Internet has become commonplace, people may
approach the entering of private information, as well as conducting transactions through the Internet, hesitantly. We have implemented security
measures within our systems, but skilled computer-users could potentially circumvent some of these precautions. While we are dedicated to
maintaining a high level of security, it is impossible to guarantee total and absolute security. Any securily breach could cause us 1o be in violation of
regulations regarding information privacy and as such cause us to pay fines or to lose our ability to provide our products. Consumers may also be
hesitant or unwilling to use our products if they are or become aware of a security problem or potential security problem. We could also be liable 10
consumers or other third parties if we do nol maintain the confidentiality of our data and the personal information of our consumers.

Monitoring unauthorized use of the systems and processes that we developed is difficult, and we cannot be certain that the steps that we have taken will
prevent unauthorized use of our technology. Furthermore, others may independently develop substantially equivalent proprietary information and
techniques or otherwise gain access 1o our proprietary information. 17 we are unable to protect the confidentiality of our proprietary infonmation and
know-how, the value of our technology and services will be adversely affected, This may have a material adverse effect on our financial condition and
results of operation.




Legal protection we seek for our intellectual property assets may not prove to be available or effective.

We have filed a patent for protecting our inteliectual property assets and continue to patent new innovetions. These patents provide an important
competitive advantage to us, and our prospects, business, financial condition and results of operations may be materially adversely affected if these
patents are not granted or upheld. In addition to seeking patent protection, we rely on copyright, trademark and trade secret protection for our
intellectual property. These methods may not be adequate to deter third parties from misappropriating our intellectual property or to prevent the
disctosure of confidential information or breaches of non-competition agreements between us and our employees or consultants, and may not provide
us with adequate remedies for misappropriation. Our technology could also be designed around, replicated or reverse-enginecred by competitors, and
we may not have the gbility to pursue lepal remedies against them. For example, competitors could replicate data or acquire data comparable o that
which we have assembled in our proprictary databases, which could erode our competitive advamage. We also may fail to detect infringement of our
inteflectual property rights and may thereby lose those nghts. [n addition, obtaining, monitoring and enforcing our intellectual property rights will
likely be cosily, and may distract our management and employees from pursuing their other objectives, which could impair our performance. If we are
unable to protect our intellectual property, our business may be materially adversely affected.

We may be subject to litigation for infringing the intellectual property rights of others.

Should we infringe (or be accused of inftinging) an existing patent, copyright, rademark, wade secret or other proprietary rights of third parties, we
may be subject to litigation. Such litigation will be costly. If we settle or are found culpeble in such litigation, we may be required to pay damages,
including punitive damages (such as treble damages) if we are found to have willfully infringed, and we may also be required to pay license fees or
cease to use that intellectual property which is found to have been infringed by us. The amount of damages we are required to pay may be substantial,
and may require us to obtain additional sources of revenue or additional capital to continue operating. We also may be precluded from offering
products or services that rely on intellectual property that is found to have been infringed by us. Further, we may aiso be required to cease offering the
affected products or services while a determination as to infringement is considered by a court. IT we are not able 10 offer products or services, our
business, financial condition and results from operations may be materially adversely affected.

We may be unable to attract and retain key employees.

Failure to attract and retain necessary technical personnel and skilled management could adversely affect our business, Qur success depends to a
significant degree upon our ability to attracy, retain and motivate highly skilled and qualified personnel. If we fail to attract, train and retain sufficient
nutnbers of these highly qualified people, our business, financial condition and results of operations will be materially and adversely affected. We may
issue stock options or other equity-based compensation to atiract and retain employees. The issuance of these securities could be dilutive (o the holders
of our other equity securities.

Semior management may be difficult to replace if they leave.

The loss of the services of one or more members of our senior management team or the inability to attract, retain and maintain additional senior
marnagement personnel could harm our business, financial condition, results of operations and future prospects. Our operations and prospects depend in
targe part on the performance of our senior management team, including in particular Messrs. Raza Khan and Vishal Garg. We do not maintain key
man insurance policies on any of our officers or key employees. We may not be able to find qualified replacements for any of these individuals if their
services are no longer available.

Insiders have substantial control ever us and could limit your ability to inftuence the outcome of key transactions, including a change of
control.

Qur directors and executive officers, and entities affiliated with them, beneficially own approximately 20% of the outstanding shares of our common
stock. As a result, these stockholders, if acting together, could substantially influence marters requiring approval by our stockholders, including the
election of directors and the approval of mergers or other extraordinary fransactions, They may also have interests that differ from yours and may vote
in a way with which you disagree and which may be adverse to your interests. The concentration of ownership may have the effect of delaying,
preventing or deterring a chanpe of control of our company, could deprive our stockholders of an opportunity 1o receive a premium for their commen
stock as part of a sale of our company and might uliimately affect the market price of our commoen stock.




The rights of our Series B preferred stockholders may adversely affect the holders of our common stock.

Our charter documents provide our board of directors with the authority 10 issue series of preferred stock without a vote or action by our stockholders,
Qur board of directors also has the authority to determine the terms of our preferred stock, inchiding designations, powers, preferences and voting
rights. The rights granted ta the helders of our outstanding Series B prefemred stock may adversely affect the rights of holders of our common stock.
For example, the holders of our Series B preferred stock are entitled to receive a liquidation preference over all other equity securities that are junior to
the Series B preferred stock. [n addition, subject to certain conditions, our charter documents provide protective provisions 1o the holders of our Series
B preferred stock requiring us to first obtain the written consent of the majority of the holders of cur Series B preferred stock prier to undertaking
certain actions, including, without limitation, the sale of substantially all of ouwr assets or our liquidation and winding up, amending our charter
documents in a manner adverse to the Series B preferred stockholders, the issuance of additional shares of our stock or anv options or convertible
securities, and paying dividends to our stockholders. Furthermore, our charter docements provide that, subject to certain conditions, the Series B
preferred stockholders have a right of first offer 1o purchase any new securities offered by us which are junior 1o the Series B preferred stock. As a
result, the nghts granted to the holders of our Senes B preferred stock may significantly impair our ability to raise equity capital if the majority of the
holders of our Series B preferred stock do not consent to the offer, sale and issuance of the new securitics or we are unable to obtain a waiver of each of
our Series B preferred stockholder’s dght of first offer.

We may not be able to effectively manage our growth.

Qur strategy requires growing our business. If we fail 1o effectively manage our growth, our financial resulis could be adversely affected. Growth may
place a strain on our management systems and resources. We must continue to refine and expand our business development capabilities, our systems
and processes and our access to financing sources, As we grow, we must continue to hire, train, supervise and manage new employees. If we are unable
to manage our growth and our operations our financial results could be adversely affected.

Our business is subject to seasonal fluctuations, which may cause volatility in our quarterly operating results.

We experience, and expect to continue to experience, seasonal fluctuations in our revenue because the markets in which we operate are subject 10
seasonal fluctuations based on the typical school year, We typically originate the largest proportion of our student loan receivables volume in our first
quarter. These fluctuations could result in volatility or adversely affect our stock price.

The price of our comman stock may be volatile.

The trading price of our common stock may fluctuate substantially, depending on many factors, some of which are beyond our control and may not be
related to our operating performance. These fluctuations could cause you to lose pant or alt of your investment in our shares of common stock. Those
factors that could cause fluctuations include, but are not limited to, the following: actual or anticipated changes in our earnings ot fluctuations in our
operating results or in the expectations of securities analysts; difficulties we may encounter in securitizing our loans; any variance between the actual
performance of the securitization trust and the key assumptions that we have used te estimate the fair value of our residual receivable; changes in the
key assumptions we use 10 estimate the fair value of our residual receivables, including discount, defauli and prepavment rates; announcement by us,
our competitors or our potential competitors of acquisitions, new products or services, significanl contracts, commercial relationships or capital
commitments; price and volume fluctuztions in the overall stock market from time to time; significant volatility in the market price and trading volume
of financial services companies; general economic conditions and trends; negative publicity about the student loan market generally or us specifically;
legislative initiatives effecting federal or private student loans; major catastrophic events; loss of a significant client or clients; purchases or sales of
large blocks of our stock; or departures of key personnel,




The following discussion should be read along with the Consotidated Financial Statements and Notes thereto attached hereto.

PART |

Item 1. Deseription of Business
COMPANY HISTORY

We were incorporated under the laws of the State of Delaware on March 2, 2000. MRU Holdings, [nc. is a specialty finance company which profiles
and provides students with funds for higher education using a blend of current market credit practices as well as our own proprictary analytic models
and decision tools. We have a prominent brand name “MyRichUncle™" and highly scalable loan origination infrastructure. We entered into the student
lending market as an originator and holder of private student loans. We entered the market as a lender, originator, and holder for Federal Family
Education Loan Program (FFELP) loans in June 2006,

On July 8, 2004, we completed a share exchange {“Share Exchange™ with the stockholders of lempower, Inc., a Delaware corporation doing business
as MyRichUncle™ (“lempower™}, pursuant 10 which we acquired 100% of the outstanding capital stock of Iempower in exchange for 6,863,433 shares
of our common stock, par value $.001 per share (the “Common Stock™) and 2,136,567 Commeon Stock purchase warmrants issued to lempower's warmant
holders (each warrant is exercisable 1o purchase one share of Common Stock with a weighed average exercise price of $0.45 per share) (the “Share
Exchange™). In conjunction with the Share Exchange, we changed our name to MRU Holdings, Inc. Although we acquired lempower as a result of the
Share Exchange, the stockholders of lempower hold a majority of our voting interests, Additionally, the Share Exchange resulted in lempower's
management and Board of Directors assuming operational control of the Company.

On February 4, 2005, MRU Lending, Inc, (“MRU Lending” or “MRUL™), a wholly-owned subsidiary of the Company, entered into a credit agreement
(the “"Credit Agreement”) with Nomura Credit & Capital, Inc. (“Nomura™) which provided for a $165 million secured revolving credit facility for the
origination and warehousing of private student loans (the “Student Loan Credit Facility™). The loans under the Credit Agreement were secured by,
among other things, a lien on all of the student loans financed under the Credit Agreement and any other student loans owned by MRU Lending and
not otherwise released, topether with a pledpe of 100% of the capital stock of MRLU Lending. The Swdent Loan Credit Facility had a term of three
years. Uponr execution of the Credit Agreement, Nomura received warmants to purchase 7,999,449 shares of our Common Stock (the “Nomura
Warrants™), equal to 27.5% beneficial ownership of the Company on a diluted basis, with an initial exercise price of $3.50 per share and which are
stbject to standard weighted average anti-dilution protection for issuances of securities below the initial exercise price. 82% of the Notura Warrams
vested on February 4, 2005 and the remaining 18% vested on the second anniversary of the ¢losing date of the Credit Agreement. Contemporaneously
with and as a condition to the execution of the Credit Agreement, the Company sold in a private placement offering (the “Private Placement Offering™}
to aceredited investors 3,250,006 shares of i1s Series A Convenible Preferred Stock a1 a price of $3.50 per share. In connection with the completion of
the Private Placement Offering, the Company issued 10 its placement agents warrants to purchase 227,500 shares of Common Stock al an exercise price
of 53.50 per share, As of June 30, 2007, the credit facility was paid in full and the warrants had been exercised.

On May 35, 2005, MRU Lending entered into a Loan Program agreement and a Loan Sale agreement with Webbank, a Utah state chartered financial
institution, The agreements provide for Webbank's origination of private student loans to qualified applicants participating in MRU Lending’s private
student loan program, the marketing of such program and solicitation and qualification of such applicanis by MRUL and the sale by Webbank and
purchase by MRUL of such student loans. The Agreements have thirty-six (36) month terms and each automatically renew for up to two (2} successive
terms of twelve {12) months. MRUL and Webbank mutually agreed to terminate both the Loan Program agreement and the Loan Sale agreement
effective November 30, 2005,

Om July 25, 2005, MRU Lending and Doral Bank NY, FSB, a federally chartered savings bank in the business of originating various types of consumer
loans, including student loans {the “Bank"), entered into a definitive agreement providing for the Bank’s origination of private student loans to
qualified applicants participating in MRU Lending's private student loan program, the marketing of such program and solicitation and qualification of
such applicants by MRU Lending and the sale by the Bank and purchase by MRU Lending of such student loans. The Doral-MRU Lending ioan
program is secured by a $1 million (or such higher amount as required by lean volume) seven-day centificate of deposit held by MRU Lending at Doral
Bank, with assignment rights 10 Doral Bank.




On December 30, 2005, the controlling Sedes A Convertible Preferred Stock holders approved an amendment and restatement of the Company's
Certificate of Incorporation, to be effective on or about February 13, 2006, creating 12,000,004 shares of Series B Convertible Preferred Stock with a
$0.00t par value and a $3.80 purchase price. The power, preferences, and righes of the Series B Convertible Preferred Stock set forth in the Amended
and Restated Certificate of Incorporation include voting rights, dividends, liquidation preference, conversion rights, protective provisions, redemption,
election of board of directors, and right of first refusal in any offerings of Series A Convertible Preferred Stock or Commen Stock. On January §, 2006,
the Company issued 6,578,948 shares of the Series B Convertible Preferred Stock at $3.80 per share to various funds of Battery Ventures and Merrill
Lynch Institutional Management Equity Partners. The transaction closed on February 13, 2006, Proceeds of the financing were used to advance the
Company's growth in the private student loan market. On January 20, 2006, the Company received $3 million in proceeds from bridge promissory
notes due to various funds of Battery Ventures and Merrill Lynch lnstitutional Management Equity Partners, bearing interest at six (6%) percent per
annum based on a 365 day year. The outstanding balance of these notes, together with accrued and unpaid interest thereon, was payable no later than
the earlier of (2) April 15, 2006 or {b) the closing date of the private placement of Series B Convertible Preferred Stock to which the Company received
gross proceeds of at Least $25 million. These notes were retired with accrued interest on February 13, 2006. On May 8, 2006, the Company issued an
additional £,052,632 shares of the Series B Convertible Preferred Stock at $3.80 per share 10 LBI Group, Inc. and Keane Capital V, LLC. Proceeds of
the financing were used to continue the Company's growth in the private student loan market, All Series B Convertible Preferred Stock certificates
were issued as of May 8, 2006, As of June 30, 2007, the Serics B Convertible Preferred Stock issued has been registered with the Securities and
Exchange Commission.

Cn January 10, 2006, MRU Originations, Inc. ("MRUO™) and MRU Funding SPV, Inc. ("MRUF”}, wholly-cwned subsidiaries of the Company,
entered into definitive agreements with the Bank, The agreement provides for the Bank's oripination of private student loans to qualified applicants
participating in MRUO"s private student loan program, the marketing of such program and solicitation and qualification of such applicants by MRUO
and the sale by the Bank and purchase by MRUF of such student loans. The agreement between MRUQ and the Bank is evidenced by a Lean Program
Apgreement dated January 10, 2006. The agreement between MRUF and the Bank is evidenced by a Loan Sale Agreement dated January 10, 2006. The
Apreements each have thirty-six {36) month terms and are automatically renewable for up to two (2) successive terms of twelve (12) months.

On January 23, 2006, the Company’s private student lending subsidiary, MRUF entered into a definitive agreemenmt with Merrill Lynch Bank USA
(“MLBU"} pursuant to which MLBU will provide MRUF with a $175 million revolving credit facility for the origination and warehousing of private
student loans. The facility had a one year term. As a result of this transaction, MLBU was granted a warrant, subject (o cerlain terms and conditions, to
purchase up to 4.9% of the Company’s Common Stock. This transaction closed in January 2006

On April 18, 2006, the Company emered imo a definitive agreement with a consortium of European financial institutions with significant experience in
consumer lending and specialty financial products to support the launch and origination of Preptime™ student loans. These private student loans will
address the market of post-secondary school borrowers who are currently unable to meet traditional private student loan underwriting criteria {¢.g., thin
of no credit history, insufficient eamings history, e1c.) MRU Holdings, Inc. will be both the managing member (through its Education Empowerment
Funding, LLC affiliate (fk/a Achiever Funding, LLC )} and a minority investor in the Education Empowerment Fund I, LLC {fk/a Achiever Fund 1
LLC). As of June 30, 2007, the Company’s investment percentage in these affiliates is less than five (5%) percent.

On June 15, 2006, the Company received a Department of Education (DoE) Lender Identification Number for the Company’s MRUF subsidiary, which
is necessary 10 provide students with Federal Family Education Loan Program (FFELP) loans. MRUF has executed agreements with Deutsche Bank
Trust Company America 0 act as our Trustee Lender and with American Education Services/Pennsylvania Higher Education Assistance Agency
{AES/PHEAA) to act as our federal guarantor, disbursement 2gent, and FFELP servicer.

On October 12, 2006, the NASDAQ Stock Market approved the Company’s application to list its Common Stock on the NASDAQ Capital Market
under the symbol “UNCL™.




Om October 31, 2006, Nomura Holdings, a major warrat stakeholder in the Company entered into a definitive securities agreement to sell 700,000
warrants in the Company 1o Lehman Brothers and Sunova for an undisctosed consideration. The exercise of the warrants generated $2.5 million of net
proceeds to the Company.

On December 4, 2006, the Company decided that it would restate its quarterty and annual SEC filings from the period ended March 31, 2005 through
September 3@, 2006 for the impact of EITF 98-5, Accounting For Convertible Sccurities with Beneficial Conversion Features or Contingently
Adjustable Conversion Ratios, for the issuance of dividends related to its Series A and B Convertible Preferred Stock. Based upon an informal review
with the SEC, the Company learned that its past accounting for these equity issuances did not peopetly account for the difference between the issued
price per share and the market price of the Company’s Common Stock on the commitment dates for these issuances. The restatement resulted in a non-
cash increase in the preferred stock dividends for the effects of the beneficial conversion feature contained in the Company’s Series A and B
Convertible Preferred Stock, This change increased the Company's loss available 1o common shareholders and the resulting loss per share reported. As
a result, the equity sections of the balance sheets for the dates indicated above were restated to create additional paid-in capital accounts for the
beneficial conversion features of the Series A and B Convertible Preferred Stock and to increase the Company’s accumulated deficits as of these dates,
The restatement had no effect on total shareholders’ equity.

Cn February 16, 2007, the Company’s Embark subsidiary, which is wholly owned by the Company’s GoToCollege Holdings subsidiary, entered inte a
definitive Asset Purchase Agreement with The Princeton Review to purchase proprictary technology, trademarks, and customer contracts. The total
consideration for the transaction was $8.9 million, of which $6.3 million was in cash.

Concurrently with the Embark acquisition, the Company entered into an exclusive joint marketing agreement with The Princeton Review, the teading
provider of test preparation and educational support services. Under this five-year agreement, the Company obtained exclusive right to The Princeton
Review's database of customers to which i1 can now market its student loan producis. Additionally, The Princeton Review will co-brand certain
markeling materials used by the Company 1o market its student loans and will gram the Company exclusive right to advertise in The Princeton
Review’s publications and websites. Pursuant to the agreement, the Company will pay marketing fees to The Princeton Review,

On February 28, 2007, Nomura Holdings entered into a definitive securities agreement to convert and sell 4.8 million warrants to CRT Capital Group
and Perry Capital for an undisclosed total consideration. The exercise of the warrants generated 316.8 million of net proceeds to the Company.

On March 8, 2007, Nomura Holdings entered into a definitive securities agreement to sell its remaining 1.5 million warrants in the Company to
institutional itvestors for an undisclosed total consideration. The exercise of the wamants generated $5.1 million of net proceeds to the Comparny.

On April 27, 2007, Education Empowerment Fund 1, LLC, which is managed by the Company’s wholly-owned subsidiary, Education Empowerment
Funding, LEC, entered into a $100 million revolving line of credit with an asset-backed commercial paper conduit managed by DZ Bank AG to finance
the fund's PrePrime™ siudent leans. The revolving line of credit has a five-year term. The line of credit expands the capacity of the fund to acquire
PrePrime™ student loans originated by the Company. The line of credit is sclely an obligation of the fund. There is no recourse to the Company.

Cn June 14, 2007, MRUL entered into an agreement with Nomura to terminate its credit line seven days after the close of the Company's securitization
of private student loans. In connection with the early termination of the credit agreement, Nomura waived its rights to be paid all amounts that would
otherwise become due and payable to Nomura upon the early termination of the credit agreement with respect 1o collateral securing the loans under the
credit agreement as well as waived all past, present and future fees due (or that may become due) and payable under the credit agreement, Pursuant 1o
this early termination agreement, the credit agreement was terminated on July 5, 2007. Pursuant to the terms of the cred:t line that was terminated, for
the $18 million of private student loans that were funded on the line, Nomura would have had the right to receive a fee equal to 1% of the balance of alt
financed student loans upor the securitization of the assets, 50% of the origination fees charged by the Company which were approximately 3.5% of
the balance of the loans, and 50% of the residual interest in any securitization which woutd have had a fair value of approximately 8% of the balance
loans. The Company estimates that it saved approximately $1.2 millicn as a result of this agreement.
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On June 28, 2007, the Company completed its first securitization of private student loans, In the securitization, the Company established a trust which
issued $200 million of asset backed notes, the proceeds of which were used to fund a reserve fund for the credit enhancement of the notes and to fund
the acquisition of private student loans from the Company. On June 28, 2007, the Company sold $137.8 million of private student loans 1o the trust.
The Caompany sold another $32.9 miltion of private student loans to the trust on September 25, 2007,

On July 16, 2007, The NASDAQ Stock Market approved the Company's application o list its securities on The NASDAQ Global Market, where the
Company’s Common Stock trades under the symbol *"UNCL"™.

On September 28, 2007, the Company restated the consolidated balance sheet as at June 30, 2006, and June 30, 2005 and the consolidated statements
of operations, cash flows, and changes in stockholders equity for the years ended June 30, 2006 and the six months ended June 30, 2005. As noted
above, on February 4, 2005, MRUL entered into a credit agreement with Nomura under which Nomura agreed to provide MRUL with a $165 miilion
secured revolving credit facility for the origination and warehousing of private student loans. Related to this transaction, Nomura was granted a
warrant, subject 10 certain terms and conditions, to purchase Common Stock of the Company equal to, at that peint in time, an approximately 27.5%
ownership interest in the Company on a diluted basis, Financial Accoumting Standards no. 123R - Share Based Payments, requires, with respect to
share based transactions with other than employees, that the consideration received for the issuance of equity instruments shall be accounted for based
on the fair value of the consideration received or the fair value of the equity instruments issucd, whichever is more reliably measurable. As a result of a
review by managemeni of the data considered in deriving the value of the warmants issued to Nomura, management has determined that a restatement is
required to attribute appropriate value to the warrants.

THE BUSINESS

We are a specialty finance company that facilitates and provides students with funds for higher education. Equipped with proprietary analytical models
and decision tools, we are able 10 profile and provide customized financial products to students in a more competitive and customer friendly manner.
We are a leading originator and holder of Federal and private student loans.

We generate revenues from: interest accrued and erigination fees on our student loan portfolio, origination and management fees paid (o us by the
Education Empowerment Fund for the generation and management of PrePrime™ loans, subscription and service revenues from our online college
application business, and gains from the sale or securitizations of ponfolios of our student loans. The expenses we incur in operating our business
include: bank fees charged for the origination of our student loans, referral marketing fees paid to our private label origination pariners, interest and fee
expense on the lines of credit with which we finance our student loans, servicing and custodial costs for our student loan portfolio, cost associated with
hosting and developing our online college application business, the cost of marketing 1o our customers through direct-to-consumer channels such as
direct mail, print and radio, and general corporate and administrative expenses, such as salaries and facilitics expense.

In originating our private studem loans, we use a unique and proprictary underwriting model which we believe provides us with a compelling
competitive advantage. By combining wraditional credit scoring methods with our proprietary underwriting matrix, which considers the loan applicant’s
academic data, prior work experience, and the educational institution which they are antending, we generate our own credit and repayment capability
index which we believe is more insightful and predictive in determining an applicant’s future repayment capabilities. Our approach may offer students
who would otherwise be disqualified under traditional credit scoring methods an opportunity to obtain funding for their education. In addition, we may
be able 10 competitively price loans for students that would be viewed as undifferentiated under traditionai methods. We believe that no other
educational finance company currently uses a similar approach to evaluate loan applicants or determining loan pricing. Our underwriting process adds
another tayer of analytical precision to traditional evaluation tools and helps us make more informed lending decisions.

In addition 1o our unique underwriting methodology, we 1ake a highly focused approach to our marketing while maintaining one of the most diverse
sourcing channels in the industry. Of the approximatety 6,400 accredited institutions of higher education in the United States, we focus on a targeted
subset of underpraduate and professional graduate institutions. The professional graduate disciplines that we target include law, business
administration, engineering and medicine. These criteria define our lending and marketing methods. We believe that this targeted approach will
consistently yield the optitnal mix of anractive pricing, acceptable credit risk and a sufficiently deep base of potential customers. We use a highly
diverse approach 10 sourcing potertial customers which we believe will create more sustainable distribution channels than our competitors. We are one
of the few companies in this sector to market directly to students. Qur direct marketing channels include Intemet marketing campaigns, prim
advertising campaipns, direct mail campaigns, and our branded MyRichUncle™ web site (www MyRichUncle.com). In addition, we have developed
indirect origination sources including referrals from third party referral companies for whom we may provide a private labeled set of student toan
products. Equipped with our unique credit model, our focused markering and diverse distribution channels, we are well positioned 16 grow in the
market for higher educational products and services.




INDUSTRY BACKGROUND

Over the last decade, the increasing cost of higher education and decreasing government support for higher education has generated a substantial gap
berween viable sources of education funding and increasing tuition costs which results in a mismatch between what the government expects families to
be able to contribute and what families can actually afford or are willing to pay. This, coupled with increases in enrollment, has led 1o substantial
growth in the overall demand for financing for higher education, with the gap in funding estimated a1 approximately $100 billion per annum,

In addition, as a result of very specific eligibility requirements andfor limits available on grants and loans, the amount of funds made available to
students may be insufficient to cover the total cost of higher education. This gap, sometimes called the “unmet need,” occurs when the sum of the
expected family contribution (“EFC™) and total available financial ajd is less than the cost of gttendance. In order to bridge this unmet need students are
forced to finance education through private loans or other debt,

Consequently, students increasingly rely on private loans {not guaranieed by the government) and credit cards to fund their education expenses.
Through June 30, 2007, the loan limits for govemment-graranteed FEELP lpans are $23,500 over 4 years for undergraduates and $18,500 per year for
graduate students while the average private university tuition alone, that is, excluding cost of boarding, meals and books, is more than $30,000 per
year. All of these factors have created a demand for private student loans that has increased a1 a rate of over 30% per annum over the past 5 years and is
expected to grow at a rate of 25% per annum over the next 10 years {Source: National Center of Education Statistics & College Board, Trends in
Student Aid 2005).

Federal Loanys - The federal education toan programs offer lower interest rates and more fleaible repayment plans than most consumer loans, making
them an attractive way 1o finance education. Students may be able to deduct up to $2,500 in student loan interest each year.

These federal loans are offered through two programs with different delivery systems: the William D. Ford Federal Direct Loan Program (“Direct
Loans™) and the FFELP. Although the barrower’s eligibility is the same under either program, the procedures for each are different because funds for
Direct Loans are provided directly to the school by the federal government, while loan funds under FFELP are usually provided by a private lender and
are guaranteed by a state guaranty agency and reinsured by the federal government.

The federal guaranty on the FFELP lozns replaces the security {the collzteral) usually required for long-term loans from hanks and credit unions,
Although the guaranty agency”’s procedures and policies must conform to the FFELP requirements, individual guaranty agencies may have additional
procedures and policies. Several thousand financial institutions participate in the FFELP program. [n addition, some schools have opted to become
lenders in the FFELP program.

The following types of loans are available through the Direct Loan and FFELP programs:

«  Subsidized Stafford Loans: awarded to students who demonstrate financial need. Because the DoE subsidizes the interest, borrowers are not
charged interest while they are enrolled in school at least hatf time or during grace and deferment periods.

«  Unsubsidized Stafford Loans: awarded to stedents regardless of financial need. Borrowers are responsible for paying the interest as it accrues
or have the option to allow interest 10 accrue and be capitalized when repayment begins. Independent students and students whose parents are
not eligible for a PLUS Loan (see below) have higher unsubsidized loan limits.

¢+  PLUS (Parental Loans for Undergraduate Student) Loans: allow parents to borrow on behalf of their dependent undergraduate children who
are enrolled ar least half time. As with unsubsidized Stafford 1oans, borrowers are responsible for the interest that accrues on PLUS Loans
throughout the life of the loan. Repayment hegins sixty {60) days after disbursement,




«  GradPLUS Loans: Introduced by the Federal Govermment in response (o requesis from praduvate and professional school students for
increased loan limits to pay for their education. Eligibility for GradPLUS loans is determined by a simple credit check. There is no specified
dollar limit to GradPL.US loans; students may borrow up to the full cost of education less any financial aid received, including Siafford loans.

«  Consolidation Loans; Under the Higher Education Act, Consolidation Loans allow a borrower to combine one or more federal education
loans into a single loan to facilitate repayment. Because the repayment period is longer, Consolidation Loans may be & way to reduce the
borrower’s monthly payments; however, the total interest repaid over the life of the loan is usually higher. The consolidation process usually
does net directly involve the school because generally the consolidating lender purchases qualifying student loans from other lenders, By
law, there is no cost to the borrower to consolidate their loans, but they are only allowed to consolidate their loans one time. To qualify for a
Consolidation Loan, the borrower must be out of school or attending school less than half time and have at least one eligible government
toan. Parent borrowers may also consolidate fully disbursed loans regardtess of the child’s enrcllment status.

FFELP loans are presently offered by a large number of financial institutions, Salliec Mee, Citibank, JP Morgan Chase, Wells Fargo, Bank of America,
and Key Bank are a few of the many providers of FFELP loans.

Starting on July 1, 2007, Siafford Loans silow dependent undergraduates 1o borrow wp to $3,500 their freshman year (up from $2.625), $4,500 their
sophomore year (up from $3,500) and $5,500 for each remaining year (independent students and students whese parents have been turned down for a
PLUS loan can borrow an additional unsubsidized $4,000 the first two years and $5,000 the remaining years). Graduate students can borrow $20,500
per year (up from $18,500), although only $8,500 of that is subsidized. There are also cumulative limits of $23,00¢ for an undergraduate education and
a $65,500 combined limit for undergraduate and graduate. {For independent students and for students whose parents were denied a PLUS loan the
curnulative limits are $46,000 and $138,500, respectively. Some medical school students may be able to borrow up to $40,500 a vear {up from
$38,500) and $189,125 total).

Many students combinre subsidized loans with unsubsidized loans to borrow the maximum amount permitted cach vear.

Siafford Loans have a fixed interest rate of 6.8% for loans with a first disbursement after July 1, 2006, (Previously, Stafford Loans had variable interest
rates (based on 91-day T-bill rate + 1.7% durning school with an additional 0.6% increase upon graduation, capped at 8.25% or less, depending on
yearly adjustments). Almost all lenders offer the same rate for the Stafford Loan, although some give discounts for on-time and electronic payment.

The Company is one of the few lenders that offer upfront discounts on its federal loan products.

On September 27, 2007, the Higher Education Access Act of 2007 (“HEAA") was signed into law. The HEAA reduction contzins the following
provisions:

» the interest rate paid by the borrower on Stafford Loans is reduced from 6.8% 10 3.4% over five years,

+  the spectal allowance paymenis that for-profit holders of federal loans receive is reduced by 0.50% for Stafford Loans and conselidation loans
and 0.80% for PL.US loans,

» the loan fee charged 10 FFELP loan lenders is increased from 0.5% te 1% and the fee is prohibited from being coflected from the borrower,
¢ the federal guaraniee of FFELP loans is reduced from 98% to 97% of the balance of the loan,

»  the annual aggregate loan payment amounts made by low-income botrowers are capped at 15% of their adjusted gross income,

= allows borrowers in public service professions to have a portion of the loan forgiven after having made pavments for 10 years,

«  the maximum amount of Pell grants are increased, and

« apilot program for the auctioning of PL.US loans originations will be established,




The overall impact of the HEAA {s 10 reduce the potential profitability of FFELP loans,

Privare Loans — Private loans, also known as alternative loans or supplemental loans, help bridge the gap between the actual cost of education and the
limited amount the government allows students to borrow through its programs. Private loans are offered by private lenders without federzl forms te
complete,

Private loans are used for many reasons: to fill the gap between a student’s financial aid package and the actual cost of sttendance, to help cover the
EFC calculated under financial aid formulas, or to pay for additional expenses not normally covered by other forms of aid. In many cases, the EFC may
be unaffordable as it does not factor in non-collateralized loans such as credit card debt. Parents may also prefer that students be responsible for the
financing of their education.

With the growing gap between the amount students and families are willing or able to pay for college and actual college costs after governmental and
institutional aid are considered - often referred to as “unmet financial need” - private loans are becoming increasingly important as a mechanism for
financing postsecondary education. Some families turn to private loans when the federal loans do not provide enouph money or when they need more
flexible repayment options. For example, a parent might want to defer repayment until the student graduates, an option thav is not avatlable to parents
in various federal loan programs such as PLUS,

JP Morgan Chase, Citibank, KeyBank, Wachovia, Bank of America, AccessGroup, Nelnet, and First Marblehead are a few of the key players
providing different types of private loans products and services depending on the student’s tevel of study. The interest rates on private loans tend to be
higher than on the loans offered by the federal government.

MRU PRODUCT OFFERINGS

We created 2 suite of products to appeal 10 and satisfy the needs of siudents, their farilies, and participating financial institutions and to address the
overall inefficiencies within the student loan market. We aim to be a one-stop shop that provides a full range of financial producis to help cover the
cost of education. These products include:

. Private Student Loars - Private siudent loans supplement financing for qualified students beyond what they can obtain through the
federal government and are not guaranteed by the government, To facilitate this product, we established student loan credit facilities
with Nomura Credit and Capital [nc.(terminated on July 5, 2007), and Merrill Lynch Bank USA, which we believe have the necessary
capital to finance our loan programs. We originaie loans theough parmerships with selected commercial banks, purchase the originated
loans after a holding period, and then hold these in vanous subsidiaries via financing arrangements with our credit facility providers.
Ultimately, we either sell or securitize these loans once we have originated a sufficient volume to execute such a transaction efficiently;
the Company completed fts first securitization of its private student loans in June 2007. We expect to derive cash receipts from
origination fees penerated upon funding of the loan and residual cash flows gencrated through the securitization or sale of the loans.
Revenues from the sale of loans can either be paid upon the sale of the loan or paid over time in the form of a residual, Securitizations
can provide us with residual cash flows that are paid over time. However, if we receive residuals that are paid over the life of the loan,
current accounting rules allow us to book the fair value of the residuals in the period that the sale or securitization occurred,

] Loan Guaranties - Through our subsidiary MRU Universal Guarantee Agency, Inc. (“MRUG™), we can guzrantes loans provided by
third-party lenders. Through MRUG, we can enable students, with or without co-signors, 1o have their loans guaranteed if they meet
our credit undenwriting requirements. [t is anticipated that swudents would pay fees to us for this service, which includes an upfront
guaranty fee and an annual interest surcharge over the life of the loan. We would support MRUG with $50 million in equity raised by
the sale of MRUG preferred stock to Universal Finanz Holding AG. Subject to the execution of definitive documentation, Universal
Finanz Holding AG has committed to invest up to $50 million into MRUG to serve as the equity reserve against which MRUG will
guaranty loans. Revenues generated from the guaranty fees and surcharges will be divided between Universal Finanz Holding AG and
MRUG with Universal Finanz Holding AG receiving 65% and MRUG receiving the remainder. Universal Finanz Holding AG will
held preferred stock in MRUG currently equal to 65% of the ownership intersst in MRUG on a diluted basis. As of June 30, 2007, we
have not guaranteed any loans through MRUG, but we may in the future if economics and demand for such guaranteed loan products
make it attractive to do so.

L] PrePrime™ Student Loans - The Company's affitiate, Education Empowerment Fund [, LLC (fik/a Achiever Fund I, LLC) (“EEF1"),
addresses the market of post-secondary school borrowers whe otherwise would be unable to meet treditional private student loan
underwriting criteria through no fault of their own, e.g. thin or no credit history, insufficient eamings history, etc. EEFt began
originating and holding PrePrime™ student loans in June, 2006.

. Federal Loans - We originate FFELP loans that we finance via our relationships with our credit facility providers and through our own
funds. We expect 10 securitize these loans upen building a ponifolio of loans to make such a securitization efficient. In the interim, we
recognize revenues from the interest payments made by borrowers who receive our Federal loans, We follow the government's
guidelines for originating and servicing federal loans.




Private Loans

We originate private student loans, through our bank partners, using a blend of established credit market practices as well as our own proprietary
underwriting criteria, analytical models and decision tools. We established a $165 million student loan credit facility with Nomura and a §175 millien
student loan credit facility with Mermill Lynch Bank USA. These facilities have been used to finance our private student loan products. The loans
eligible under the facilities will be loans originated by our bank partners and purchased and held by us. The term of the student loan credit facility with
Nomura was three years and an agreement to terminate the facility was entered into on June 14, 2007. The term cf the student loan credit facility with
Merrill Lynch is one year.

FFELP Loans

To provide a “one-stop shop” for higher education finance, we provide students with FFELP loans, We are one of the few lenders to offer FFELP loans
at a discount to maximum rates specified by law. Our discounting strategy builds awareness of our brand and helps generate additional private student
loan originations. With respect to FFELP loans, we are required to meet federal requirements for the eligibility of botrowers.

We originate federal loans and will either sell the loans we originate to secondary market purchasers or bundle our partfolio of loans and securitize
them. The sale of loans to secondary market purchasers requires us to use our balance sheet to originate loans as well as handle the origination process.
Premiums are computed based on the nature of the loan and purchasers specific pricing prid. We have an ajreement with Deutsche Bank to sct as our
Trustee Lender. We originally had an agreement with the American Education Services/Pennsylvania Higher Education Assistance Agency
(“AES/PHEAA") to be our government guarantor willing to guaranty the loans, and in June 2007 entered into a new agreement with ACS to be our
oniginator and servicer of private toans going forward; the federal loans that AES/PHEAA originated for us continue to be serviced by AES/PHEAA.
We have applied for and received a Lender ldentification Number (“LID™) from the DoE.

We outsourced ongination, dishursement, and servicing to AES/PHEAA and later ACS to leverage these companies’ experience and expertise in the
ongination and servicing of FFELP loans. AES/PHEAA and ACS will handle any borrower inquiries, electronic signatures, recordkeeping
requirements, and procedures for the assignment, sale or transfer of loans. In addition, the AES/PHEAA and ACS will perform all reporting functions
including informing the credit bureaus and the National Student Loan Data System (“NSELDS").

COMPANY OPERATIONS

Marketing

We originate loans in a variety of ways. We marker directly to students via our flagship brand www MyRichUncle,com. We use a variety of direct
marketing strategies 1o originate substantial volumes from direct interaction with students and further build a substantial customer database of
individuals seeking out financing for higher education. In eddition, this approach provides MRU with greater control of its distribution channels
relative to its competitors who may ultimately compete with their current distribution partners. Gur website is currently the primary means by which
we convey information about our products and interacting with students, In various sections of the website, parents, students, and the genera! public
can learn about our products, read press pieces, and submit questions. Students can apply online or over the phone.

We have formed referval relationships with third-parties who wish 10 provide private loan products to their cusiomer base. We believe many of these
third-parties have a proven track-record of referring their customers to other parties for their financing need and are interested in working with us, due
to our ability to provide competitive rates, broader criteria, undenwriting and high quality customer service to students and their parents.




Credit Model

Current traditional consumer credit scoring takes into account only an individual's history, not his or her future pavment capacity. Corporate credit
markets take into account not only a borrowing company’s payment history, but also the expectations of a borrowing company’s future net cash flows
as well to determine both credit worthiness and credit limits. Similarly, we 1ake a more holistic approach to consumer credit applied to alternative
private student lending by assessing not only an individual’s credit score, but also his or her expected future repayment capability. We developed a
proprietary data system that analyzes a wider range of data to compute an individual’s estimated future repayment capability. This estimate can be used
in a variety of ways, including determining an individual’s ability to service debt. This innovation enables us to more intelligently prefile consumers
and provide them with customized financial products. We helieve that over time, our data set will become more robust and cur competitive advantage
in product deveiopment and pricing will enable us to more successtully maneuver through changes in the market and economic cycles.

Customer Service

We employ a stafT of customer service and technical support personnel who provide suppert to all our customers. Our staff provides support via emait
and telephone. To support this function, we have agreements with call-center companies who provide us with dedicated staff. The responsibilities of
our customer service and technical support personnel include:

*  responding ta consumers’ guestions about how to use our website
* following up with consumers on the status of their loan applications
*  providing support 10 technical and systems questions

Additionally, our on-line origination platform offers students the opportunity 1o obtain the loan products and other services we provide. Our website is
the primary means by which students request funds. Students access the website and receive information about our loan products. Students download
applications or apply directly ontine. Prior to submission of the student’s application, each student verifies that the information provided in his or her
student financing application is true and correct 1o the best of his or her knowledge and belief and is made in good faith. The student applicant is
notified of the Company’s privacy policy and consents to electronic communication {e-mail). Those students that do not consent te electronic
communication have their loans processed by us through the regular mail. The student also authorizes us, or a servicing apent, to investigate their
creditworthiness and their application data and to furnish infermation concerning the application 10 consumer reporting agencies and other persons who
may legally receive such information.

Servicing and Collections
At this time we are acting purely as a Joan originator and are not actively servicing our loan portfolio, as we have no license te perform this function.
We have outsourced the servicing function to third panies, whe remit funds collected to us along with monthly activity reports.

PRIVACY POLICY

We believe that issues relating to privacy and use of personal information of Internet users are becoming increasingly important as the Internet and its
commercial use grow. As a result, we have adopted a detailed privacy policy that outlines how we use consumer information and the extent 1o which
lenders and other third parties may access this information. This policy is prominently noted on our website,

Generally, the privacy provisions of the Gramm-Leach-Bliley Act include the following:

prohibit financial institutions from disclosing to unaffiliated third parties nonpublic personal informatien collected from consumers, subject
to several exceptions;

¢ require financial institutions to develop and disclose consumer privacy policies;

= empower federal regulators with the authority 1o regulate infermation sharing and enforce the provisions of the law; and

= allow states to pass stricter financial privacy laws.

Compliance with the Gramm-Leach-Bliley Act became mandatory on July 1, 2001.




INTELLECTUAL PROPERTY

We regard our intellectual property as important to our success. We rely on a combination of patent, trademark, copyright law, and trade secret
protection to protect our proprictary rights. We have applied for a U.S. patent and filed a Patent Cooperation Treaty international patent application on
our online loan market process. We are also pursuing the protection of our intellectual property through trademark and copyright registrations. We have
filed an application to register MyRichUncle™ as a trademark in the United States. We consider the protection of our trademarks to be important for
maintenance of our brand identity and reputation. We cannot assure you that any of these registrations or applications will not be successflly
challenged by others or invalidated through administrative process or litigation. Further, if our trademark applications are not approved or granted due
to the prior issuance of trademarks to third parties or for other reasons, there can be no assurance that we would be able to enter into armngements with
such third parties on commetcially reasonable terms allowing us to continue to use such trademarks, it is possible that our patent applications will be
denied or granted in a very limited manner such that they offer little or no basis for us to deter competitors from employing similar technology or
processes or zllow us 10 defend ourselves against third-party claims of patent infringement. In nddition, we seek to protect our proprietary rights
through the use of confidentiality agreements and other contractual arrangements with our employees, affiliates, clients, licensees, and others.

EMPLOYEES

As of June 30, 2007, we had 95 full time employees. Our employees are not represented under any collective bargaining agreements. We consider our
relations with our employees to be good.

COMPETITION
We operate an online and over the phone loan origination platform. The primary competitive factors for our origination platform model are:

= Brand awareness: To be compelitive, we must have the ability to atract consumer demand in high volumes. We will need to make
significant investments to build and maintain a compelling brand that will compete against current lenders, such as Bank of America, JP
Morgan Chase, Citibank, First Marbtehead, Nelnet, and Sallie Mae; and

« High Quality Product Offering: We must provide our consumers with ease of use and convenience by providing the most competitive
product offerings based on pricing, ease of use, and high quality customer service.

Qur success depends upon capturing and maintaining a significant share of students who obtain loans, In order to do this, we must grow brand
awareness among customers. Many of our current competitors, however, have longer operating histories, larger customer bases, and significantly
greater financial, technical, and marketing resources than we do. In addition, participants in other areas of the financial services industry may enter the
student loan marketplace without significant barriers to entry.

We believe that our primary competitors are traditional lending institutions. The student loan market has 2 large number of competitors and is
dominated by a number of large institutions including Bank of America, JP Morgan Chase, Citibank, First Marblehead Corp. (through its facilitation
services for leading originators of private loans), and Sallie Mae.

Item 2. Description of Property.

The Company’s executive offices are located at 5% Madison Avenue, New York, New York, On April 20, 2007, the Company entered into a sublease
agreement with International Business Machines Corporation for the entire 13* Floor of 590 Madison. The sublease expires on August 30, 2014, The
base rent due under the agreement is $142,375 per month for the first three years of the agrezsment and is $150,750 per month for the remainder of the
agreement.

‘The Company also leases additional office space at 600 Lexington Avenue, New York, New York, The Company has a sub-sublease for this property
that expires September 30, 2007. Rental payments under the sublease amount to $139,425 per annum. The Company plans to move all of its personnel
and operations located at 608 Lexington to its 590 Madison location prior to the termination of the sublease.




The Company still leases the offices it previously occupied at 1114 Avenue of the Americas, New York, New York. The Company has a sub-lease for
this property that expires in May of 2009, unless sooner terminated or canceled pursuant 1o the ferms of the sub-lease. Rental payments under the
sublease amount to $353,510 per annum. The obligations of the Company under the sublease are guarantesd by Edwin McGuirm, the Company's Chief
Executive Officer, in accordance with a Guaranty dated April 26, 2005 executed by Mr. McGuinn in favor of the sub-landlord. The Company is
currently searching for a tenant 1 sublease the property.

Ttem 3. Legal Proceedings.

From time to time, the Company may be involved in litigation relating to claims arising out of its operations in the normal course of business. Other
than the CollegeNET litigation described below, we currently are not a party to any legal proceedings, the adverse outcome of which, in management’s
opinion, individualty or in the aggregate, would have a material adverse effect on our results of operations or financial position.

Related 1o the Company’s fransaction with The Princeton Review (“TPR”} as described more filly in Part I ltem 1 Description of Business: Company
History hereof, the Company assumed all costs, expenses, and judgments arising out of the CollegeNET litigation that relate 10 the operation of the
purchased assets on or after February §6, 2007

On September 10, 2003, CollegeNET, Inc. {*CollegeNET™) filed suit in Federal District Couwrt in Oregon, alleging that TPR infringed a patent owned
by CollegeNET (U.5. Patent No. 6,460,047 - the ‘042 Patemt), refated to the processing of on-fine applications. CollegeNET never served TPR and no
discovery was ever conducted. However, apparently based on adverse rulings in related lawsuits conceming the *042 Patent, CollegeNET dismissed
the 2003 case against TPR without prejudice on January 9, 2004,

On August 2, 2005, the Court of Appeals for the Federal Circuit issued an opinion favorable to CollegeNET in its appeal from the adverse rulings in
the related lawsuits.

On August 3, 2005, CollegeNET again filed suit against TPR alleging infringement of the same *042 Patent that was the subject of the earlier action,
On November 21, 2035, CollegeNET filed an amended complaint, which added a second patent (U.S. Patent No. 6,919,045 - the ‘045 Patent) to the
lawsuit. TPR was served with the amended complaint on November 22, 2003, and filed its answer and counterclaims on January 13, 2006, which was
later amended on February 24, 2096, On March 20, 2006, CollegeNET filed its reply to TPR's counterclaims. CollegeNET seeks injunctive relief and
unspecified monetary damages.

TPR filed a request with the United States Patent and Trademark Office {PTO) for ex parte reexamination of CotlegeNET’s *042 Patent on September
1, 2003. TPR. filed another request with the PTO for ex parte reexamination of CollegeNET's ‘045 Patent on December 12, 2005, The PTO granted
TPR’s requests and ordered reexamination of all ¢laims of the CollegeNET *042 patent an QOctober 31, 2005 and ordered reexamination of all claims of
the CollegeNET *045 Patent on January 27, 2006.

On March 29, 2006, the court granted TPR's motion to stay all proceedings in the lawsuit pending completion of the PTC’s reexaminations of the
CollegeNET patents. On November 9, 2006, the PTO issued a Non-Final Office Action rejecting all 44 claims of the ‘042 Patent. On January %, 2007,
CollegeNET filed a response to the Non-Finat office Action with the PTO. TPR could not predict the likely outcome of these proceedings but believed
that it had meritorious defenses to the CollegeNET claims and intended to vigorously defend. Although the Company has not been named as a party to
the litigation, CollegeNet could add us as a defendant following our acquisition of the allegedly infringing intellectual property. Likewise, the
Company believes that it also has meritorious defenses 1o the CollegeNET claims and intends 10 vigorously defend,

[tem 4. Submission of Matters to a Vote of Security Holders.

None.




PART II
Itern 8. Market for Common Equity and Related Stockhotter Matters and Small Business Issuer Purchases of Equity Securities.

Our Common Stock has been quoted on The NASDAQ Stock Market under the symbol “UNCL” since October 12, 2006. Prior 10 that time, our
Common Stock has been quoted on the OTC Bulletin Board under the symbol “MHOL.OB" since July 21, 2004, Prior 1o that, our Common Stock was
not actively traded in the public market and was quoted on the OTC Bulletin Board under the symbel “PCFT.OB,” representing Pacific Technolopy,
Inc. The following table sets forth, for the periods indicated, the high and low bid price information for the Cotnmon Stock as reporied on the
NASDAQ Stock Market and the OTC Bulletin Board, for the related periods. With respect to prices reported on the OTC Bulletin Board, the
quotations reflect inter-dealer prices, without retail mark-up, mark-down or commission, and may not represent actual transactions.

High Low

Fiscal year 2007 .
Quarier ended June 30, 2007 s 728 % 6.12

Quarter ended March 31, 2007 $ 775§ 579
Quarter ended December 31, 2006 s 700 0§ 475 |
Quarter ended September 30, 2006 5 590 8 460
:l*;iscél _veai 20!)6 o ) ) )
Quarter ended June 30, 2006 $ 618 § 473
Quarter ended March 31,2006 s 540 8§ 3.83 .
Quarter ended December 31, 2005 $ 450 309
Quarter ended September 38, 2005 s 350 % 2.60

As of September 21, 2007, there were approximately forty-two {42} holders of record of our Common Stock.

It is our present policy not to pay cash dividends and to retain future eamings to support our growth. We do not anticipate paying any cash dividends in
the foresecable future.

EQUITY COMPENSATION PLAN INFORMATION

The following 1able provides information about the securities authorized for issuance under the Company’s equity compensation plans as of June 30,
2007

{c)
Number of securities
remaining availabte for
(a) {b) future issuance under
Number of securities to be Weighted average exercise equily compensation
issued on exercise of price of outstanding plans (excluding
outstanding options, options, warrants and securities reflected in
warrants and rights rights column{a))
Eguity compensation plans
approved by security holders 5,525,870 $3.28 1,190,845
Egquity compensation plans not
approved by security holders - - -
Tolals  _ 5,525,870 $3.28 2,150,845
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Item 6, Management’s Discussion and Analysis or Plan of Operation.

You should read the following discussion and analysis of our financial condition and resulls of operations together with our conxelidated financial
statements and accompanying notes atiached av an uppendix to this annual report. In addinhon to the historical information, the discussion contains
certam forward-looking statemerns that involve risks and uncertainties. Cur actual results could differ materially from those expressed or implied by
the forward-looking statements due 1o appheations of our critical accounting policies and faciors including, but not limited 1o, those set forth under the
caption “Risk Factors” at the beginmng of this annual report on Form 10-KSB.

OVERVYIEW

We are a specialty finance comnpany that facilitates and provides students with funds for higher education. Equipped with proprietary analytical models
and decision 100ls, we are able to identify and provide customized financial products 1o students in a more competitive and customer fiiendly manner.
We entered the student lending market as an originator and holder of private student loans and now also originate, lend, and hold FFELP loans.

In originating our private student loans, we use a unique and proprietary underwriting model which we believe provides us with a compelling
competitive advaniage, By combining raditional credit scoring methods with our proprietary underwriting matrix, which considers the loan applicant’s
academic data, prior work experience, course of study, the educational institution which ihey arc attending, and the amount being borrowed, we
generate our own credit and repayment capability index which we believe is more insightful and predictive in determining an applicant’s future
repayment capabilities. Our approach may offer students who would otherwise be disqualified under traditional credit scoring methods an opportunity
to obiain funding for their education. In addition, we may be able 10 competitively price loans for students that would be viewed as undiffereniated
under traditional methods employed by other student loan companics. We believe that no other educational finance company currently uses a similar
approach to evaluating loan applicants or determining loan pricing. Our underwriting process adds another tayer of analytical precision to traditional
evatuation tools and helps us make more informed lending decisions.

In addition to our unique underwriting methodology, we take a highly focused approach to our marketing while maintaining one of the most diverse
seurcing channels in the industry. Of the approximately 6,500 accredited institutions of higher education in the United States, we focus on a targeted
subser of undergraduate and professional graduate institutions. The professional graduate disciplines that we target include law, business
administration, engineering and medicine. These criteria define our lending and marketing methods, We believe that this targeted approach will
consistently yield the optimal mix of attractive pricing, acceptable credit risk and a sufficienily deep base of potential customers. We use a highly
diverse approach to sourcing potential customers which we believe will create more sustainable distribution channels than our competitors. We are one
of the few companies in this sector to market directy to studems. Our direct marketing channels include print advertising campaigns, direct mail
campaigns, radio campaigns, Internet marketing campaigns and our branded MyRichUncle™ web site: www. MyRichUnglg.com. In addition, we have
developed indirect origination sources including referrals from third party referral companies for whom we may provide a private labeled set of student
loan products. Equipped with our unique credit model, our focused marketing and diverse distribution channels, we believe we are well positioned to
grow in the market for higher education products and services.

We generate revenues from: interest accrued and origination fees on our student loan portfolio, origination and management fees paid to us by the
Education Empowerment Fund for the generation and management of PrePrime™ loans, subscription and service revenues from our online college
application business, and gains from the sale or securitizations of portfolios of our student loans,

The Company’s eamings and growth in earings are directly affected by the size of its portfolio of student loans, the interest rate characteristics of our
student loan portfolios, and the costs associated with originating, financing, and managing our student loan portfolios. The Company's income is
primarily generated by securitization income and interest income, or net interest eamned on its student loan porifolios. Our quarterly revenue, operating
results and profitability vary and may continue to vary on a quarterly basis primarily because of the timing, size and structure of any securitizations we
may execute.

In June 2007, the Company completed its first securitization of private student loans. Securitization refers to the technique of pooling loans and selling
them to a special purpose, bankruptcy remote entity, typically a trust, which issues securities to investors backed by those loans, The debt insiruments
that the trust issues to finance the purchase of these student loans are obligations of the trust, and not obligations of the Company. On a going forward
basis, the Company plans to either sell or securitize studem loan portfolios, which will generate a gain on sale for the Company for this asset. The
timing of such an event is dependent on several factors, including but not limited to the following: the size of the Company's student lean portfolios,
the financial ability of the Company to hold this asset, the market at the time of the transaction for this asset class, and the ability of the Company to
support the requirements for a sale or securitization transaction. The Company believes that it is likely to have one or two securitization transactions
before the conclusion of its fiscal year on June 30, 2008
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The gain that the Company books when it securitizes is driven by the ability of the Company 1o book the expected future residual cash flow, the excess
of the securitized portfolios collections and releases from transaction reserve funds over the amount required te service the securitization debt, as an
asset on its balance sheet post the sale of loans to the securitization trust. Because there are no readily available prices for such residual assets, GAAP
accounting allows the Company to compute the fair value by discounting projected residual cash flows, which are determined based upon assumptions
regarding collateral performance and discount rates that the Company believes are reasonable. If actual performance were to deviate negatively from
these assumptions, the Company would be required to write-down its residual interest 10 its new fair value assumption resulting in a loss. The
Company i3 required to re-evaluate its valuation of the residual interest in its securitization on a quarterly basis.

Interest income is primarily impacted by the size of the portfolio and the Company’s management of its portfolio for defaults and delinquencies, Since
the Compary’s privaie student loan portfolio floats with LIBOR either monthly or guarterly, the Company feels it has very limited interest rate
exposure on this assel. Post-origination, the private student loan portfolio is most affected by rates of default, delinquencies, recoveries, and
prepayments. The Company originated its first private student loan in June 2005, so our pertfolio is not highly seasoned.

In determining the adequacy of the allowance for the loan losses on our private student loan portfolio, the Company considers several factors, including
loans in repayment vs. these in deferred status, delinquency or default status, and recoveries.

The expenses we incur in operating our business include: bank fees charged for the origination of our student loans, referral marketing fees paid to our
private label origination partners, interest and fee expense on the lines of credit with which we finance our student loans, servicing and custadial costs
for our student loan portfelic, cost associated with hosting and developing our online college application business, the cost of marketing to our
customers through direct-to-consumer channels such as direct mail, print and radio, and general corpotate and administrative expenses, such as salaries
and facilities expense. Operating expenses also include the depreciation of capital assets and amortization of intangible assets.

The Company does not believe inflation has a significant effect on its operations.

RESULTS OF OPERATIONS FOR THE FISCAL YEAR ENDED JUNE 30, 2007, COMPARED TO THE FISCAL YEAR ENDED JUNE 30,
2006

REVENUE For the fiscal year ended June 30, 2007, the Company generated $18,142,388 in operating revenue compared to $1,244,492 last year. The
significant increase over last year is primarily anributable to interest income on the Company’s growing student loan portfolio, which was $7,790,303
in fiscal 2007 compared to $1,206,160 in fiscal 2006. Origination processing fees generated by the Company’s origination of PrePrime™ loans for
Education Empowerment Fund [, LLC also contributed $458,127 to revenue in fiscal 2007. The Company originated $154.4 million in private student
foans during the fiscal year ended June 30, 2007 compared to $38.9 million during the fiscal year ended June 30, 2006, an increase of 297%
Subscription and service revenue increased to $1,661.383 in fiscal 2007 compared to $206.,423 in fiscal 2006, due to revenue generated by the
Company's Embark subsidiary, which was acquired during the quarter ended March 31, 2007,

COST OF REVENUES For the fiscal year ended June 30, 2007, the Company incurred $10,994,203 in costs compared to $2,401,355 in fiscal 2006.
The increase is primarily due to the growth in student loan origination velume that fead to higher credit facility interest expense and origination bank
costs and private student loan referral costs, which were $6,195,281 and $991,149, respectively, for fiscal 2007, compared to $1,078,202 and $348,822,
respectively, in fiscal 2006. For fiscal 2007, the Company increased its valuation reserve for private student loans by $2,783,045 based on its analysis
of its rapidly growing private student loan pertfolio; the valuation reserve was reduced by $312,906 due to charge-offs and a reversal of $2,469,853
due 1o the sale of loans into a securitization. Servicing and custodial costs for fiscal 2007 were $337,592 compared to $82625 in fiscal 2006, the
increase again attributable to growth in orginations. The Company's Embark subsidiary incurred $396,356 in expenses in fiscal year 2007 for the cost
of its subscription and service revenue (see footnote 14 for more information on Embark).
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OPERATING LOSS The operating loss in fiscal 2007 was $43,388,379 compared to an operating loss of 527,451,007 in fiscal 2005, In fiscal year
2007, operating expenses were $42,536,564 compared 1o $26,294,144 in fiscal 2006. Excluding the non-cash stock compensation expense associated
with FAS 123R "Accounting for Stock Based Compensation” of $5,625,117 recorded in fiscal 2007, and $7,814,692 in fiscal 2006, operating expenses
increased $18,431,995 to support the growth of the business as the volume of loans the Company originated increased. The increases in operating
expenses were primarily in the areas of corporate general and administrative expenses, sales and marketing, operations expense and lechnology
development. Depreciation and amortization expense was 55,880,233 in fiscal 2007 compared to $3,996 385 in fiscal 2006, primarily because of the
amortization of deferred financing fees related o the Merrill Lynch and Nomura credit facilities.

OTHER INCOME In fiscal 2007, the Company’s net other income was $16,859,741 compared to $435,568 in fiscal 2006. The increase was driven
by securitization income of $16,205,324 generated by the Company’s first securitization of its private student loan portfolio in June 2007 (see footnote
15 for more information on the securitization).

NET LOSS In fiscal 2007, the Company incurted a net loss after preferred stock dividends of $29,422,684, or $1.42 per share compared to
$38.622,122, or $2.56 per share in fiscal 2006. The weighted average number of shares outstarding for fiscal 2007 was 20,720,628 shares compared to
15,100,652 shares for fiscal 2006,

LIQUIDITY AND CAPITAL RESOURCES

Dre to recent dismaptions in the credit markets precipitated by the subprime mortgage crisis, the Company’s cost of its current credit facilities have
increased for the short term while these market disruptions are in effect to reflect current market interest and advance rates. In anticipation of this
potential outcome, the Company began conversations with a number of other banks to broaden its warehouse funding channels and 10 ensure
competitive economic terms,

On September 26, 2007, the Company signed a term sheet with a major European bank for a 5 year, $200 million credit facility for the funding of its
private student loan portfolio which the Company expects 1o close, subject 1o final documentation and diligence, in the first half of October.

The Company’s originations have grown over 100% in the prior year. As such in addition to the credit facility mentioned above, the Company has
received and is expecting additional term sheets from a number of investment and commercial banks for a complementary credit facility and has
received terms from them for an additional facility in the size of $150 million. The Company expects to close an additional warchouse line with at least
one or more of these counterparties over the next 60 days.

The Company currently expects to extend its credit facility with Merrill Lynch Bank USA (“MLBU”) which is up for renewal on December 24, 2007,
The Company’s current agreement with MLBU provides Merrill Lynch with the right of first offer on financing the Company’s private student loan
portfolio for a period of 3 years and up to $300 million in loan volume. In addition, Merrill Lynch owns a combined total of 1.9 million warrants of the
Company’s stock at an average conversion price of $3.50 10 $3.80, of which approximately 50% have not yet vested and will vest upon renewal,

The Company believes that the expected increased cost of warehouse financing for its collateral prior to securitization would only kave a minor impact
on the overall income it expects 10 generate on the toans, For example, assuming that the Company had to bear an increase of 50 basis points in
financing costs for its warehouse facility in the prior fiscal year, the Company estimates that its facility interest expense would have increased by
approximately $450,000 in the prior fiscal year, and the yield on the private student loans securitized in June 2007 by the Company, which was 13% of
the balance of the loans securitized, would have been reduced by 0.3%.
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CASH AND CASH EQUIVALENTS AND ACCOUNTS RECEIVABLE As of June 30, 2007, the Company had unrestricted cash and cash
equivalents of $11,605,531, restricted cash of $3,153,840, and accounts receivable of $1,979,058 compared to unrestricted cash of $17,899,504,
restricted cash of $2,975,430, and accounts receivable of $4,167 as of June 30, 2006. $2.1 million of the June 30, 2007 balance of restricted cash is
securtty for the Company’s subsidiaries” loan purchase and sale agreements with Doral Bank which fluctuates with the volume of the loans originated.
Accounts receivable are related to business activity generated by our Embark subsidizry.

The Company maintains cash and cash equivalent balances at financial institutions that are insured by the Federal Deposit Insurance Corporation up t¢
$100,000. The Company's uninsured cash balances were approximately $13,506,587 and $19,782,730, respectively for the years ended June 30, 2007
and June 30, 2006,

STUDENT LOAN RECEIVABLES As of June 30, 2007 the Company had a balance of private student loan receivables (net of reserves) of
$5,441,174 compared to $38,749,736 as of June 30, 2006. The amount on the Company’s balance sheet decreased as a result of the Company’s
securitization of $137.8 million private student loans in June 2007. During the fiscal year the Company originated private student loans which wers
subsequently securitized, thereby removing them from the Company’s balance sheet. At June 30, 2007 the Company also had $11,191,957 in
securitizalion accounts receivable (see footnote 15 for more information on the securitization).

At June 30, 2007, the Company had a balance of $7,394,702 of federal student loan receivables compared to zero at June 30, 2006. The Company
launched its federal student loan program in fiscal 2007.

FIXED ASSETS At June 30, 2007 the Company had $1,552,886 of net fixed assets compared to $537,131 at June 30, 2006. The increase is due to
continued investment in the Company’s technology platform for student loan originations.

OTHER ASSETS At June 30, 2007, the Company had $10,779,075 in other assets compared to $5,388,730 at June 30, 2006. The increase is primarily
associated with the Company’s acquisition of Embark resulting in an investment asset of $2,824,480 and goodwill of $5,874,944 (see footnote 14 for
more information on Embark}. Security deposits were $955,019 at June 30, 2007 associated with the Company's leases for office space and loan
servicing contracts.

LEABILITIES Total liabilities were $21,458,959 at June 30, 2007 compared to $41,172,324 at June 30, 2006, In June 2007 the Company patd in full
the Nomura facility by transferring the private student loans on the Nomura line to the MLBU facility, Then the Company substantialty paid down the
MLBU facility $129.6 miilion when it sold $137.8 million private student loans into its securitization on June 28, 2007, Client deposits and deferred
contract revenues were 53,174,861 related to prepaid annual school contracts and application fees collected on behalf of client schools generated by our
Embark subsidiary. As of June 30, 2007, the Company had $3,835,193 in accounts payable and $457,578 in accrued expenses, compared to $1,410,865
and $870,571, respectively as of June 30, 2006,
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CONTRACTUAL OBLIGATIONS AND COMMERCIAL COMMITMENTS
Contractual Obligations

Total Current 1-3 years 3-8 years
Long Term Debt $0 $0 [0} $0
Capital Lease Obligations ) 50 $0 50 ¢
bpc@k‘ Leases £9.7 million $1.1 million $4.4 million $4.2 million
Unconditional Purchase Obligations i $0 $0 . $0 $0
Qther Long-Term Obligations %0 $0 ) $0 $0
Total Contractual Cash Obligations $9.7 million $1.1 million 54.4 million $4.2 million

The Company leases office equipment and corporate space under leases with ternms between one and seven years. Monthly payments under the current
leases range from $200 to $142,375; the monthly rent on the Company’s headquarters increases to $150,750 after the first three years. The Company is
required to pay its pro rata share of costs related to certain of the leased facilities.

Commercial Commitments

Total Current 1-3 years 3-5years
Lines of Credit ’ - S$I1.7 million $11.7 million $0 30
Standby Letters of Credit $0 30 $0 . %0
Guarantees ] 50 $0 50 30
Standby Repurchase Obligations 50 50 50 S0
Other Commercial Commitments $1.4 million $1.4 million $0 $0
Total Commercial Commitments $13.1 million $13.1 million $0 $0

The Company has a renewable $175 million credit facility with Merrill Lynch, terms of which are described in the Notes 10 the Consolidated Financial
Statements filed with this annual report on Form 10-KSB. The Company had an outstanding balance of 311,711,393 on its credit facility with Merrill
Lynch at June 30, 2007 and $17,863,560 at June 30, 2006, The Company had an outstanding balance on its credit facility with Nomura of $18,732 264
at June 30, 2006. During fiscal 2007 the Company paid off the Nomura credit facility. The Company’s subsidiaries have loan purchase and sale
agreements with Doral Bank and at June 30, 2007, the Company had total commitments to Doral Bank of $1,398,529 compared 10 $806,182 at June
30, 2006.

OUR PLAN OF OPERATION FOR THE NEXT TWELVE MONTHS

In the near term, we intend to use our cash on hand and existing credit facilities to support the ongoing operating and financing requirements of
implementing our business plan, We believe that our current liquidity should be sufficient to meet our cash needs for working capital through the next
twelve months. However, if cash generated from operations, cash on hand, and existing credit facilities are insufficient to satisfy liquidity requirements,
we will seek additional debt or equity financing. Additional furding may not be available when needed or not available at terms acceptable to the
Company. If the Company is required to raise additional financing and if adequate funds are not available or not available at acceptable terms, the
ability to fund growth, develop and/or enhance preducts and services, or otherwise respond 10 competitive pressures may be severely limited. Such a
limitation could have a material adverse effect on our business, financial conditions, results of operations, and cash flow.

Our long-term liquidity will depend on the Company's ability 10 execute on our business plan and to commercialize our financial products and
services.

The Company is focused on generating FFELP and private student loan volume from its two primary loan volume channets: direct-to-consumer and
third-party referral marketing partners. In the direct-to-consumer channel, the Company is actively focusing on leveraging its marketing message to
reach customers with a competitively priced, easy to understand and use produci offering. In the third-party referral marketing partner channel, the
Company is working with existing referral marketing partners 10 train partner staffs on the Company’s products and implement processes and systems
10 enable referral marketing partners’ customers to easily apply for and be decisioned for the Company’s products.
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Operationally, the Company is seeking comtinuous improvement in it1s intemal processes and systems to shorten the time frame from when a customer
initiates a credit request to when the Company disburses the approved loan, and continues 1o make progress in this area. The Company continues to
attempt 10 better understand the customer service experience so that prospective and current borrowers can more easily understand the terms and
conditions of the Company’s product offerings versus the Company’s competitors and more easily comply with the Company’s information requests
required to underwrite the credit requested.

OFF-BALANCE SHEET ARRANGEMENTS/TRANSACTIONS
None.

CRITICAL ACCOUNTING POLICY AND ESTIMATES

The Company's Management and Discussion and Analysis of Financial Condition and Results of Operations section discusses our consolidated
financial statements, which have been prepared in accordance with accounting principles generally accepred in the United States of America. The
preparation of these financial statements requires management 1o make estimates and assumptions that affect the reported amounts of assets and
liahilities at the date of the financial statements and the reported amounts of revenues and expenses during the reported period. On an ongoing basis,
management evaluates its estimates and judgments, including but not limited to those related to revenue recognition, accrued expenses, financing
operations, contingencies, and litigation, Management bases its esti and judgments on historical experience and on various other factors that are
believed to be reasonable under the circumsiances, the results of which form the basis for making judgments about the carrying value of assels and
liabilities that are not readily apparent from other sources. Such estimates may be the most significant accounting estimates inherent in the preparation
of our financial statements. Actual results may differ from these estimates under differem assumptions or conditions. These accounting policies are
described and disclesed in relevant sections in this discussion and analysis and in the notes to the consolidated financial statements included in this
Annual Report.

Item 7. Financial Statements.

The financial statements and relzted financial statement schedule are included herein and filed as a part of this report. See Index on page 31.

Item 8, Changes in and Disagreements with Accountants on Accounting and Financial Disclosure,

None,

Ttem 8A. Controls and Procedures.

(A) EVALUATION OF DISCLOSURE CONTROLS AND PROCEDURES

The term “disclosure controls and procedures™ is defined in Rules 13a-15(e) and 15d-15(e) of the Securities Exchange Act of 1934, as amended (the
“Exchange Act"}). This term refers to the controls and procedures of a company that are designed 10 ensure that information required 1o be disclosed by
a company in the reports that it files under the Exchange Act is recorded, processed, summarized, and reported within the required time periods. Our
Chief Executive Officer and our Chief Financial Officer have evaluated the effectiveness of our disclosure controls and procedures as of the end of the
period covered by this annual report. They have concluded that, as of that date, our disclosure controls and procedures were effective at ensuring that
required information will be disclosed on a timely basis in our reports filed under the Exchange Act.

{B) CHANGES IN INTERNAL CONTROL OVER FINANCIAL REPORTING

No change in our internal control over financial reporting (as defined in Rules 13a-15(f} and t5d-15(f) under the Exchange Act) occurred during the
period covered by this report that has materialty affected, or is reasonably likely to materially affect, our intemal control over financial reporting.

Item 8B. Other Information,
On July 19, 2007, our board of directors approved an increase in the annual cash retainer paid to non-employee directors 10 $15,00¢ from $10,000.

On September 28, 2007, the Company and Memill Lynch amended the Company’s warehouse line, effective October 15, 2007, to increase the cost of
the warehouse line to market rates and to change the renewal amount to $145 million, which the Company believes will increase the Company’s
interest costs between the amendment date and the renewal date by approximatety $100,000.
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PART I

Ttem 9, Directors, Executive Officers, Promoters, Control Persons and Corporate Governance; Compliance with Section 16(a) of the Exchange
Act.

The information required by Item 9 of this annuat report on Form 10-KS$B is incorporated herein by reference to the Company’s definitive proxy
statement, which is to be filed with the Securities and Exchange Commission within 120 days after the end of the Company’s fiscal year ended June
30, 2007 and distributed in connection with the Company’s 2007 Annual Meeting of Steckholders.

Item 10. Executive Compensation.

The information required by Item 10 of this annual report on Form 10-KSB is incorporated herein by reference to the Company's definitive proxy
statement, which is to be filed with the Securities and Exchange Commission within 120 days after the end of the Company’s fiscal year ended June
30, 2007 and distributed in connection with the Company’s 2007 Annual Meeting of Stockholders.

Item 11, Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters,

The information required by lem 11 of this annual tepott on Form 10-KS5B is incorporated herein by reference o the Company's definitive proxy
statement, which is to be filed with the Securities and Exchange Commission within 120 days after the end of the Company’s fiscal year ended June
30, 2007 and distributed in connection with the Company's 2007 Annual Meeting of Stockholders.

Item 12, Certain Relationships and Related Transactions, and Director Independence.

The information required by ltem 12 of this anoual report on Form 10-KSB is incorporated herein by reference to the Company's definitive proxy
statement, which is to be filed with the Securities and Exchange Commission within 120 days after the end of the Company’s fiscal ycar ended June
30, 2007 and distributed in connection with the Company's 2007 Annual Meeting of Stockholders.
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Item 13. Exhibits.

(8} The following exhibits are to be filed as pant of this report;

Exhibit No. Description Ingorporated by Reference to Filings Indicated
3l Amended and Restated Certificate of Incorporation.*
32 Amended and Restated By-laws. Exhibit 3.1 to Company's Current Report on Form 8-K, filed with
the SEC on September 28, 2007, File No. 000-33487
4.1 Amended and Restated 2004 Omnibus Incentive Plan. Appendix C 10 the Definitive Proxy Statement on Form 14A, filed
with the SEC on September 7, 2003, File No. 000-33487.
42 2005 Consultant Incentive Plan. Appendix B to the Definitive Proxy Staztement on Form 14A, fited
with the SEC on September 7, 2005, File No. 000-33487.
43 Form of 15O Award Agreement under Amended and
Restated 2004 [ncentive Plan.*
4.4 Form of NQO Award Agreement under Amended and
Restated 2004 Incentive Plan.*
4.5 Form of Restricted Stock Award Agreement under
Amended and Restated 2004 Incentive Plan,*
10.2 Loan Program Agreement dated July 235, 2005 berween Exhitbit 10.1 to Compatry’s Current Report on Formn 8-K, filed with
MRU Lending, Inc. and Doral Bank NY, FS$B. the SEC on july 29, 2003, File No. 000-33487.
0.3 Loan Sale Agreement dated July 235, 2005 berween MRU Exhibit 10.2 to the Compatry’s Current Report on Form 8-K, filed
Lending, Inc. and Doral Bank NY, FSB. with the SEC on July 29, 2005, File No. 000-33487.
104 Sublease dated April 26, 2005 between 1SI1D Finance of Exhibit 19.1 to the Company's Current Report on Form 8-K, filed
America, Inc. and the Company. with the SEC on May 18, 20083, File No. 000-33487,
10.5 Guaranty of Edwin J. McGuinn, Jr, in favor of [SID Finance| Exhibit 10.2 to Company’s Current Report on Form 8-K, filed with
of America, Inc. dated April 26, 2005, the SEC on May 8, 2005, File No. 000-33487.
10.6 Securities Purchase Agreement by and among the Company | Exhibit 10.1 to Company's Current Report on Form 8-K, filed with
and the purchasers of Series B Convertible Preferred Stock. [ the SEC on January 6, 2006, File No. 000-33487.
10.7 Amended Employment Agreement dated September 27, Exhibit 10.1 to Company's Current Report on Form 8-K, filed with
2007 between the Company and Edwin J.McGuinn, Jr. the SEC on September 28, 2007, File No. 000-33487
10.8 Employment Agreement of Raza Khan,*
10.9 Employment Agreement of Vishal Garg.*
10.10 Office Lease for 590 Madison Avenue,*
14 Code of Ethics. Exhibit 14 1o Company’s Annual Report on Form 10-K$B, filed
with the SEC on March 22, 2005, File No. 000-33487.
21 Subsidiaries of the Company.*
23 Consent of Bagell, Josephs, Levine & Company, LLC.*
3l Certification of the Chief Executive Officer pursuant to Rule
13a-14(a) and 15d-14(a), as adopted pursuant ta Section 302
of the Sarbanes Oxley Act of 2002.*
312 Centification of the Chief Financial Officer pursuant 1o Rule
13a-14(a) and 15d-14(a), as adopted pursuant 1o Section 302
of the Sarbanes Oxley Act of 2002.*
321 Certification of the Chief Executive Officer pursuant to 18
U.5.C. Section 1350, as adopted pursuant 10 Section 906 of
the Sarbanes Oxley Act of 2002.*
322 Certification of the Chief Financial Officer pursuant 1o 18
LI5.C. Section 1350, as adopted pursuant to Section 906 of
the Sarbanes Oxley Act of 2002.*

* filed herewith
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Item 14, Principal Accountant Fees and Services
The information required by Item 14 of this annual report on Form 10-K 5B is incorporated herein by reference to the Company’s definitive proxy

statement, which is to be filed with the Securities and Exchange Commission within 120 days after the end of the Company’s fiscal year ended June
30, 2007 and distributed in connection with the Company's 2007 Annual Mezting of Stockholders.
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SIGNATURES

In accordance with the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, as amended, the Company caused this report
to be signed on its behalf by the undersigned, thereby duly authonized.

Date: September 28, 2007 MRU HOLDINGS, INC.

/s/ Edwin J, McGuinn, Jr,
By: Edwin J. McGuinn, Jr.
[ts: Chief Executive Officer

In accordance with the Securities Exchange Act of 1934, as amended, this report has been signed by the following persons on behalf of the Company
and in the capacities and on the dates indicated,

Date: September 28, 2007 s/ Edwin J. McGuinn, Jr.
By: Edwin J. McGuinn, Jr.
Its: Chief Executive Officer and Director
(Principal Executive Officer)

Date: September 28, 2007 fs/ Vishal Garg
By: Vishal Garg
Its: Chief Financial Officer and Director
(Principal Financial and Accounting Cfficer)

Date: September 28, 2007 s/ Raza Khan
By Raza Khan
Its: President and Director

Date: September 28, 2007 /sf Richmond T. Fisher
By: Richmond T. Fisher
Its: Director

Date: September 28, 2007 /s/ David Bushley
By: David Bushley
Its: Director

Date: September 28, 2007 /5! Michael M. Brown
By: Michacl M. Brown
[ts: Director

Drate: September 28, 2007 5/ Sunil Dhaliwal
By: Sunil Dhaliwal
Its: Director

Date: September 28, 2007 s/ Andrew Mathieson
By: Andrew Miathieson
Its: Director
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EXHIBIT INDEX

U.5.C. Section 1350, as adopted pursuant to Section 906 of

the Sarbanes Oxley Act of 2002.*

Exhibit No. Description Incorporated by Reference to Filings Indicated
3 Amended and Restated Certificate of Incorporation.*
3.2 Amended and Restated By-laws. Exhibit 3.1 to Company's Current Report on Form 8-K, filed with
the SEC on September 28, 2007. File No. 000-33487
4.1 Amended and Restated 2004 Omnibus Incentive Plan. Appendix C to the Definitive Proxy Statement on Form 14A, filed
with the SEC on September 7, 2005, File No. 000-33487.
4.2 2005 Consuliant Incentive Plan. Appendix B to the Definitive Proxy Staternent on Form 14A, filed
with the SEC on September 7_ 2005, File No. 000-33487,
43 Form of [SO Award Agreement under Amended and
Restated 2004 Incentive Plan.*
4.4 Form of NQO Award Agreement under Amended and
Restated 2004 Incentive Plan.*
4.5 Form of Restricted Stock Award Agreement under
Amended and Restated 2004 Incentive Plan,*
142 Loan Program Agreement dated July 25, 2005 between Exhibit 10.1 to Company’s Current Report on Fonm 8-K, filed with
MRU Lending, Inc. and Doral Bank NY, F§B. the SEC on July 29, 2005, File No. 000-33487.
10.3 Loan Sale Agreement dated July 25, 2005 between MRU Exhibit 10.2 to the Company’s Current Report on Form 8-K, filed
Lending, Inc. and Doral Bank NY, FSB. with the SEC on July 29, 2003, File No. 000-33487,
134 Sublease dated April 26, 2005 between 1S1D Finance of Exhibit 10,1 10 the Company’s Current Report on Form 8K, filed
America, Inc. and the Company. with the SEC on May 18, 2005, File No. 000-33487.
10.5 Guaranty of Edwin J. McGuinn, 1. in favor of ISID Finance| Exhibiv 10.2 1o Company’s Current Report on Form 8-K, filed with
of America, [nc. dated April 26, 2005, the SEC on May 18, 2008, File No. 00033487,
14.6 Securities Purchase Agreement by and among the Company | Exhibit 10.1 10 Company's Current Report on Form 8-K, filed with
and the purchasers of Series B Conventible Preferred Stock. | the SEC on January 6, 2006, Fite No. 000-33487.
10.7 Amended Employment Agreement dated September 27, Exhibit 10.1 to Company's Current Report on Form 8-K, filed with
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with the $EC on March 22, 2005, File No. 000-33487.
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BAGELL, JOSEPHS & COMPANY, L.L.C,
Cenifted Public Accounzants

High Ridge Commons
Stites 400-403
200 Haddonfield Berlin Road
Gibbsboro, New Jersey 0826
(856) 346-2828 Fax (856) 346-2882

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors
MRU Holdings, Inc.
New York, New York

We have audited the accompanying consclidated balance sheets of MRU Heldings, Inc. and Subsidiaries (the “Company™) as of June 30, 2007 and
2006, and the related consolidated statements of operations, changes in stockholders’ equity, and cash flows for the years then ended. These
consolidated financial statements are the responsibility of the Company’s management. Our responsibility is to express an opinion on these
consolidated financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards
require that we plan and perform the audits to obtain reasonable assurance about whether the consolidated financial statements are free of material
misstatement. The Company is not required 1o have, nor were we eigaged 1o perform, an audit of its internal control over financial reporting. Chr
audits included consideration of internal controb over financial reporting as a basis for designing audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Company’s intemal control over financial reporting.
Accordingly, we express no such opinion. An audit also includes examining, on a test basis, evidence supporting the amounts and disclosures in the
consolidated financial statements, assessing the accounting principles used and significant estimates made by management, as well as evaluating the
overall financial statement presemtation, We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of MRU Holdings,
Inc, and Subsidiaries as of June 30, 2007 and 2006 and the cansolidated resulis of their operations and their cash flows for the years then ended in
conformity with accounting principles generally accepied in the United States of America.

As discussed in note 16 to the financial statements, the accompanying June 30, 2006 consolidated financial statemenis have been restated.

IsS/BAGELL, JOSEPHS, LEVINE & COMPANY, L.1L.C.
BAGELL, JOSEPHS, LEVINE & COMPANY, L.L.C.
Certified Public Accountants

Gibbsboro, New Jersey

September 28, 2007




MRU HOLDINGS, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
JUNE 30, 2007 AND 2006

ASSET.
{Restated)
2007 2006
ASSETS: o 7 ] .
. Cash and cash equwalents 5 11,605,531 $ 17,895,504 !
Restricted cash . o X R 3,153,840 2975 430
: Accounts receivable _ 1,979,058 4, 16?
Private student loans re:ccwab]e hcld for sate, lower of cost or market 6,256,092 39,564,367 .
: _Valuation Reserve for private student loans receivable (814,918}, (814,631).
. Federally insured student loans receivable, held for sate, lower ofcost or market 7,394,702 0
. Accounts receivable from securitizations R 11,191,957 0,
Fixed assets, net of depreciation . B 1,552,886 537031
: Security deposits 955,019 30,248
. Intangible assets, net of amomzanon B ; _ 2,824 480 98,960
| Goodwill i 5,874,944 0.
[nveslmem in Educauon Empowen‘nem Fund ILLLC 322,071 120,000
Due from affiliates B 802,561 0
Deferred fnancmg fees, net nfamomzatlon ) 4] 5,139,522
Prepald expenses and other assets 1,093,991 388,477 )
TOTAL ASSETS - ' ' ’ ’ S 54192214 S 65943175
LIABILITIES AND STOCKHOLDERS' EQUITY.
LIABILITIES; ) . .
Accounts payable s 3835193 § 1410863
| Accrued expenses ’ ' 457,578 870,571
Accmed payroll 592215 161,609
Cly:_n; deposits } 898,729 0
_ Deferred contract revenue 2,276,132 0
Nmes payable Dora] Bank FSB NY 1,398,529 806,182
_ Notes payable - Merrill Lynch 11,711,393 17,863,560
. Notes payable - Nomura Credit & Capital 0 18,732,264
Deferred erigination fee revetiue 226,318 1,327,273
Otherhabllmes ) . 62,872 0
Total Liabilities ) 21,458,959 41,172,324
'STOCKHOLDERS' EQUITY
Preferred Stock, Series B, $.001 par value; 25,000,000 shares authorized
" 8,237,264 and 7,631,580 shares issued and oytstanding as of June 30, 2007 and June 30, 2006 8,237 7632 .
Si‘cminon Stock, $.001 par value; 200,000,000 shares authorized, 25,714,393 and _ B . . 0
17,593,565 issued and outstanding as of June 30, 2007 and June 30, 2006 25,714 17,593 |
Addnmnal paid-in capital - 68,788,404 42,109,712 R
Ai@oppl paid-in capital - options 13,038,261 7,518,079 ,
Additional paid-in capital - Series B beneficial conversion feature 14,263,768 10,847,759
Additional paid-in capital - wamants 15,453,701 16,449,131
Accumulated other comprehensive income 2,756,908 o
Accumulateé deficit (81,601,738} (52,179,055)

" Total Stockholders' Equity

32,733,255

24,770851

TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY ' B s

54,192,214

$ 65943175

The accompanying notes are an integral part of these consolidated financial statements.
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MRU HOLDINGS, INC, AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS

FOR THE YEARS ENDED JUNE 30, 2007 AND 2006

OPERATING REVENLE:
. Referral income - consolidation student loans
_ Referral income - private student loans

. Loan pentfolio interest income - private student loans

. Loan portfolio interest income - federal student loans
. Origination fee revenue - private loans

Origination processing fees
" Late payment fee revenue

Subscription and service revenue

Total bperating Revenue

COST OF REVENUES

" Referral marketing costs - consolidation student loans
Referral marketing costs - private student loans

: Facility interest and origination bank costs

_ Valuation reserve provision - private student loans

. Consulting and hosting
Cost of subscription and service revenue

’ Servicing and cusiodial costs

'i‘otal Cost of Revenues
GROSS PROFIT/(LOSS)

OPERATING EXPENSES
. Corporate general and administrative expenses
. Sales and marketing expenses
. Operations expenses
. Technology development
_ Legal expenses
. Other operating expenses
Depreciation and amonization

Total bpernting Expenses
OPERATING (LOSS)
:OTIIER INCOMEAEXPENSE)
Securitization Income
_ Interest income
. Interest expense

Other non-operating income

Total Other Income/(Expense)

(LOSS) BEFORE PROVISION FOR [INCOME TAXES

Provision for income taxes
NET (LOSS)

LESS PREFERRED STOCK DIVIDEND

NET (LOSS) APPLICABLE TO COMMON SHARES

NET (LOSS) PER BASIC AND DILUTED SHARES

WEIGHTED AVERAGE NUMBER OF COMMON

SHARES OUTSTANDING

{Restated)
Year Ended Year Ended

June 30, 2007 June 30, 2006
$ - § -,
63 1889
7,790,303 1,206,160 |
119212 0
110,401 9526
458,127 0
2,898 494
1,661,383 26,423
10,142,388 1,244,492
0 23,300
991,149 348822
6,195,281 1,078,202
2,921,241 814,631
152,583 53,775
396,356 0
337,592 82,625
10,994,203 2,401,355
(851.815) (1.156,863)j
12,283,549 9,609,122
13,944,598 7,447,426 |
5,178,003 252,738
3,296,223 1,466,705
973873 590,513
$80,084 661,255

5,880,233 3,996,385

42,536,564 26,294,144
{43.388,379) (27.451,007)
16,205,324 0
412222 428201
(7,421} (23,501)

189,617 30,868

16,859,741 435,568
(26,528 638) (27.015.439)

0 0

5 (26,528,638 $  {27.015439).
(2.894.047) {11,606.683)

S (29422684) §  (38.622,122)
$ (142) $ {2.56)
20,720,628 15100652

The accompanying notes are an integral par of these consolidated financial staterents.
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MRU HOLDINGS, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED JUNE 30, 2007 AND 2006

CAQH FLOWS FROM OPERATING ACTIVITIES
\Jel (loss}
Ad]usiments to reconcile net loss to net cash
used in operating activities:
Depreciation and amortization
Increase in stock options uutslanﬂmg options expense
(Decrease) in stock options outstanding - options exercise
[Inpreas:e} in tax provision valuation stock options outstanding
. Increase in valuation reserve - private student loans
{Decrease) in valuation reserve - private student loans charged-off
' Chnnges in nss:ts and llabllltles
Decrease/(Increase) in accounts receivable
(Increase) in restricted cash
Decrease in cellateral deposit - student loans
(Increase) in prepaid expenses and other ¢t cum:m assels
(Increase) in due from affiliates }
Decrease/(Increase) in security deposus
(Increase) in private student loans receivable, held for sale
(Increase} in federal student loans receivable, held for sale
Increase in accounts payable and accrued expenses.
Increase/{Decrease) in accrued payrolt
Increase in deferred contract revenue
Increase in client deposits
(Decn:asc)flncrease in deferced ori gmauon fee revenue

Total adjustments

Net cash (hécd in) oﬁ:rat-ing activities
CASH FLOWS FROM INVESTING ACTIVITIES
Acquisition of fi xed assets
Acquisition of intangible assets
Increase in receivables from secunnzatlons

(lncrease) in Education Empowerment Fund I,LLC
Net cash (used in) investing activities

CASH FLOWS FROM FINANCING ACTIVITES
Increase in advances - originating loan program agrecments

_ (Decrease) due 10 repayments - originating loan program agreements

Increase in advances - Nomura Credit and Capital credit facility

Ingrease in advances - Merrill Lynch credit facility
(Decrease) due 10 repayments - Merrill Lynch credit facility
Sale of private student loans receivable into securitization
Proceeds from conversion of warrants and options
Increase in deferred tax due 1o stock options outstanding

Gross proceeds from sale of Series B convertible preferred issuance

. Costs associated with Series B convertible preferred subscriptions

(Increase) in deferred financing fecs

Net cnsvh provided l;y financing activities

:NET INCREASE.’(DECREASE) IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS - BEGINNING OF YEAR

bASH AND CASH EQUiVALI‘lNTS - END OF YEAR

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION:

:CASH PAID DURING THE YEARS FOR:
Interest expense

Income taxes

SUPPLEMENTAL DISCLOSURE OF NON-CASH ACTIVITIES:

Issuance ofpreferred stock in convcrsmn ofd:wdends payable

Accrued Series B stock dividends

2007

(Restated)
2006

(26,528,638} §

(27,015,439)

A _ (Decrease) due fo repayments - Nomura Credit and Capital credit facility

5,880,233 3996385
5625117 7,814,692
(104,934 (296,613).
(1,912,540) (2,656,995,
313,192 814,631
(312,906} 0
0

0

(1,974,891 16079
(178,410) (2,975,430)
0 250,000
(734,519) {254,937),
(T14,684) 0,
(924,771 362,715
{104,429,023) (39,405 888)
(7,394,702) 0.
2455076 1,039,808
430,606 (64,035).
3TN 0
898,729 0’

{1,100,955) 1,319,885
{104,141,646) {30,035,614)
{130,670,284) (57.055,053)
" (1,403,970) 51391
(6.320,143) 0
(8,{135',049) 0 .
(202,071 {120,000)
(16,361,233 {693.977)
102,385,451 37,624,454 |
(102,292,304) (36,818.272)
730,923 19,286,667
{19,463,187) (554.403).
128,475,796 17,920,204
(134,627,964) (56,644)
137,737,298 0
26,182,531 1,052,856
1,912,540 2,656,995
0 29,000,000
0 (832,845).

(803,542) (525,000)
140,737,543 68,754.012
(6,203,973) 11,004,982
17,899,504 6,894,522
11605531 §  17,899504
6,202,703 % 1101703

0 s 0
230159 3 522381
77182 § 599,750




Preferred stock converted into common shares 0 $ 3,448

Cashless exercise of warranis ] 500,283 § 0

Issuance of warrants 0 5 2987481
::Ihe Cp{r;[‘:g:_ny pyrcha-sed certain assels and assumed certain liabilities per the Asset X
Purchase Agreement with The Princeton Review as follows:
:Fair_ Value of Intangible Assets Acquired $ 3000000 % 0
Goodwill $ 5874944 S 0
Cash paid $  (6320,143) § 0
Liabilites Assumed ’ Ts 2554801 % 0

The accempanying notes are an integral part of these consolidated financial statements,
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MRU HOLDINGS, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CHANGES [N STOCKHOLDERS' EQUITY AND
ACCUMULATED OTHER COMPRESHENSIVE INCOME
FOR THE YEARS ENDED JUNE 390, 2007 AND 2006

Additional
Additional  Addltional Paid-1n Astutnwlaned
Series A Series B Addironal Pald-In Paid-1n Capltal Other
Preferred Stock Preferied Stock Common Stock Paid-In Capita) - Caplrat - -Serles B Comprebensive  Accumobuted

Shares _ Amauni _ Shares  _ Amounl Shares Amount _ Caplea] tions _ Watbints _ Ben Coms Income (Deficity Total

Balance, June
30, 2005, ax
restated 3,250,006 § 3250 [ (] O 13664502 § 13,664 §17601066 § 0 $13461650 § 03 O % (13,525076) § 12.554,55) .

Exercise of h ’ ) h

. WArLams . . 319,790 A0 406016 . § 406356,

Excruise of
oplions N

Iasuanco of
Senes A

+ preferred
stack

. dvadend 198.017 198 . 796,747 ) Q9102908 105916 ,

Conversion of

_Mizse 516359 (2966131 o5 _B9887

Series A
preferred
stock,

January 2006 (2 448,023) [RX 21 3,448,023 3448 A i . i 3 o
[exunce of -7 T
Sencs B
preferred
stock, net of
expenses,

. May 2006
Acerue Series B
preferred

atock
dividend _ N i o L o 3l (93119315 (599,752}
:ccrue Wln"ll;l!' - . T ° .
sssued to
. Menill Lynch
Accruc
FASIZIR
atock option
_ expense
Net (loss) for
the yeas
ended Junc
30,2006 (21.015.439) $27.015.439)
Balance, Jume
3, 2006, a0
reaaced [ ] 0 76315680 3 7632 17593585 5 17,391 342,100712 § 1518070 § 15445131 § 10847759 § 0 § (52.179.035) § 24.770.852

LLTEILSEY . 7632 (28,159.524 . _ 10,516,318 . (J0516,318) § 24,167,156

1987482 _ | . § 2987482

1,814,692 % TA14E5L

Exercise of
_wemamts AT 795) 26,113,243 1500,283) ) . i 5 25630913
Exercise of
. optiens
Accrue Series B
preferrad.
stock
dividend , . L Lnses . (2895040 § (1.779,026)
lasuance of
' SenaaB
preferred
stock
dividend. .
. Junc 2006 _ 605,684 L 605 ; 1300991 . $ 2301395
Revaluation of
WATHRLS
wssued to
, MemllLynch
AccTue
FASI2IR
stock option
. Cxpgnsc - 5625117 5 5625,117 |
Revaluanen ol
residual
recunitzabion
imerest . . . o . 2,756,908 $ 2,756,908

_ 167,580 168 553,449 (104,534) . § 450637

(495,148). . LRRTEEAEEY

Net (loss) for
the vear
ended June

. 30,2007 (26.528.638) $116.528.638)

Balance, Jine
30, 2007 03 0 8237264 5 R2IT 25714391 § 25714 $68.7E8404 §13038261 §15451.700 § 14261768 § 2756508 § (316017371 3 32731256

e ——

The accompanying notes are an integral part of these consolidated financial statements

E-§




NOTE I -

NOTE 2 -

MRU HOLDINGS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2007 AND JUNE 30, 2006

ORGANIZATION AND BASIS OF PRESENTATION

The Company was incorporated in Delaware on March 2, 2000. On July €, 2004 the Company changed its name 1o MRU Holdings,
Inc. On May 20, 2005 the Board of Directors of the Company approved a change in the Company's year end from December 31% to
June 30%,

On November 14, 2006, the 2006 Annual Meeting of Stockholders was held at the New York, NY offices of McGuireWoods LLP,
the Company’s principat outside counsel. At the Annual Meeting the Company’s stockholders voted on, and approved by requisite
stockholder vote, the election of eight directors to the Company's Board of Directors.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Principles of Consolidation

The consolidated financial statements include the accounts of the Company and all its wholly owned subsidiaries, All intercompany
accounts and transactions were eliminated in consolidation.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United States of America
requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosures of
contingent assets and liabilities at the date of the financial statements and the reported amounis of revenues and expenses during the
reporting period. Actual results could differ from those estimates.

Revenue Recognition

The Company records is revenue on an accrual basis, whereby revenue is recognized when earned and expenses recopnized when
ingurred.

The Cotnpany recognizes referral incotne from referring consolidation and private student loan requests to other lenders when
payments are received from referral partners, since referral partners only remit payments for those borrowers afler the referred
borrowers have completed the loan process. As of June 30, 2007, the Company has terminated all referral agreements to
consolidation and private lenders and will only be paid in the future for referral income from previously referred borrowers funded by
other lenders,

Interest income on student loans receivable is recognized in accordance with SFAS 91, Accounting for Nonrefundable Fees and
Costs Associated with Originating or Acquiring Loans and Initial Direct Costs of Leases,

The Company follows SFAS 91 for the revenue recognition of origination fee revenue, whereby loan origination fees are deferred
and recognized over the life of the loan as an adjustment of yield {interest income).

The Company recognizes revenues from license/subscription fees for web-based services over the life of the contract, which is
typically one to three years. The Company recognizes revenue from transaction processing fees, such as web-based school
applications, as the transactions are completed.
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Costs of Revenues

The Company includes as costs of revenues all direct costs related to the production of the various revenue streams of the Company’s
business,

For the fiscal year ended Jume 30, 2007, the Company incurred $6,195.281 in credit facility imterest costs related to the
collateralization of its student loan receivables portfolios and originating bank costs, $991,149 in referral marketing costs related 10
the generation of the Company’s private student loans, $337,592 in student loan servicing and custodial costs, $152,583 in censulting
and hosting costs for the scholarship search and college application products and $396,356 in cost of subscription and service
revenue telated to college application products.

For the fiscal year ended June 30, 2006, the Company incurred %$1,078,202 tn credit facility tnterest costs related 1o the
collateralization of its private student loan portfolios and originating bank costs, $348,822 in referral marketing costs related 1o the
generation of the Company’s private student loans, $82,625 in student loan servicing and custodial costs, and $53,775 in consulting
and hosting costs for the scholarship search product and $23,300 in referral marketing costs retated to referring consolidation loan
borrowers to other lenders.

Valuation Reserve - Student Loan Receivahles

The Company’s private and federally insured student loans receivable portfolios are both held for sale, valued at the lower of cost or
market. The valuation reserve represents management’s estimate of expected losses on these student loans receivable portfolios. This
evaluation process is subject to numerous estimates and judgments. The Company evaluates the adequacy of the valuation reserve on
its federally insured loans receivable portfolio separately from its private student loans receivable portfolio,

In determining the adequacy of the valuation reserve for the private student loans receivable portfolio, the Company considers
several factors including: 2003 United States Department of Education’s cohort default rates for Title [V post-secondary educational
institutions (adjusted for particular characteristics of individual borrowers including the university attended, program of study,
academic progress in the current or prior program of study, and current or prior employment history), portfolio loan performance of
those loans in repayment versus those in nonpayment status, and portfolio delinquency and default performance. Should any of these
factors change, the estimates made by management would also change, which in tum would impact the level of the Company's future
valuation reserve.

The valuation reserve is mainfained at a level management believes is adequate to provide for estimated possible credit losses
inherent in the student loans receivable portfolio. This evaluation is inherently subjective because it requires estimates that may be
susceptible to significant chanpges.

For the fiscal year ended June 30, 2007, the Company recorded $814,918 as a valuation reserve for its private student loans
receivable, representing an additional provision of §2,783,045 and reductions of $312,906 due to charge-offs and a reversal of
$2,469,853 due to the sale of loans into a securitization compared to the fiscal year ended June 30, 2006, For the fiscal year ended
June 30, 2006, the Company recorded $814,631 as a valuation reserve for its private loans receivable,

The Company places a private student loan receivable on nonaccrual status and charges off the loan when the collection of principal
and/or interest is 180 days past due or if the Company leamns of an event or circumstance, which in the Company’s judgment causes
the loan to have a high probability of nonpayment, even before the collection of principal and/or interest is 180 days past due. The
Company’s third party servicer works with borrowers who have temporarily ceased making full payments due to hardship or other
factors, zecording to a schedule approved by the Company and accepted by the third party servicer that is consisient with established
loan program servicing procedures and policies. Loan pranted deferment or forbearance will move off principal and/or interest
repayment, although these loans will continue to accrue inierest. The Company works with the servicer in identifying borrowers who
may be delinquent on their loans due te misinformation (students frequently chanpge addresses) or availing the student borrower
deferment or forbearance. The Company actively manages its servicing and collection process 10 optimize the performance of our
student loans receivable portfolios. For the pedod ended June 30, 2007, the Company recorded charge-offs and placed on non-
accrual loans totaling $312,906.




An analysis of the Company's valuation reserve is presented in the followiny table for the fiscal years ended june 30, 2007 and
2006:

Fiscal Year  Fiscal Year

Ended Ended
June 30, June 30,
2006 2007
bq!a_nge at beginning pf'periéd $ 0 % 814,631
Valuation reserve mcrease/(decrease} ) _ .
Federzlly insured loans ¢ 0.
_ Private student loans o 814,631 2,783,045
Total valuation reserve change 814,631 2,783,045
'Clgqrgc-offs net of recoveries . .
Federally insured loans _ @ 0
Private student loans & (312,906)
'h_Jel Charge-offs i . ¢ (312,906}
Loans sold into securitization , 0 (2469853}
Balance af end of period _ ' ' $ 814631 S 814918
tPrivale_studem loan valuation reserve as a percentage .
of the privaie student loansreceivable portfolio 2.06% 13.0%

For the fiscal year ended June 30, 2007, the Company originated approximately $8.1 million in loans under the U.S. Department of
Education’s Federal Family Education Lean Program (FFELP} provisions. The amount of valuation reserve for this pertfolio is zero
as the risk of loss is deminimus.

Cash and Cash Equivalents/Restricted Cash

The Company considers all highly liquid debt instruments and other short-term investments with an initial maturity of three months
or less to be cash equivalents. The Company maintains cash and cash equivalent balances at financial institutions that are insured by
the Federal Deposit Insurance Corporation up to $100,000. At June 30, 2007 and 2006, the Company’s uninsured cash balances total
$13,506,587 and $19,782,730, respectively.

Included in cash and cash equivalents are restricted cash deposits that are not readily available to the Company for working capital
purposes. At June 30, 2007 and 2006, the Company's restricted cash balances were §3,153.840 and §2,975.430, respectively.

Security D .
As of June 30, 2007 and 2006, the Company had $955,019 and $30,248 respectively in security deposits held and controlled by other

parties to secure lease agreements the Company has for office space and facilities in New York City, on deposit with the Securities
and Exchange Commission (SEC) for future SEC filings and on deposit related to servicing agreements.
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Fized Assety

Fixed assets are stated at ¢ost, Depreciation s computed primarily using the straight-line method over the estimated useful life of the
assets.

Computer network equipmen 3 Years
Leaschold improvements 3 Years
Furniture and fixtures 3 Years

Investment in Education Empowerment Fund 1, LLC (f/k/a Achjever Fund 1, LLC)

On April 18, 2006, the Company entcred inte a definitive agreement with a consortium of Eurcpean financial institutions with
significant experience in consumer lending and specialty financial products to support the launch and origination of Preprime™
student loans. These private student loans address the market of post-secondary school borrowers who are currently unable to meet
traditional private student loan underwriting criteria, e.g. thin or no credit history, insufficient earnings history, etc. The Company is
both the managing member {through its Education Empowerment Funding [, LLC (fk/a Achiever Funding LLC affiliate) and a
minority invester in the Education Empowerment Fund I, LLC (fk/a Achiever Fund I LLC). As of June 30, 2007, the Company’s
investment percentage in these affiliates was less than five (5%) percent.

On April 27, 2007, Education Empowerment SPV LLC, a wholly-owned, special purpose subsidiary of Education Empowerment
Fund i, LLC, entered into a $100 million revolving credit facility for the origination and funding of Preprime™ student loans with an
asset backed commercial paper conduil managed by DZ Bank AG. The facility has a five year term. The proceeds from the initial
draw down on the facility were used to return a significant portion of invested capital to Education Empowerment Fund I, LLC's
members. The line of credit expands the capacity of the fund to acquire PrePrime™ studen loans originated by the Company. The
line of credit is solely an obligation of the fund. There is no recourse to the Company.

The Company has not consolidated these affiliates within its financial statements per FASB Interpretation 46, Consolidatron of
Varable Interest Entities (FIN 46). FIN 46 requires consolidation by business emtities of variable interest entities, which have one or
more of the following characteristics (the Company's application of the facts of the agreement to FIN 46 requirements ate noted after
each):

1. The equity investment at risk is not sufficient to permit the entity to finance its activities without additional subordinated
financial support provided by any parties, including the equity holders. (The agreement anticipated the need for more than
the initial funding for each member up 10 a limit of $26M. The Company is limited to $1M in potential equity investment in
this agreement. This agreement was amended 10 a funding limit of $40M, with the Company limit amended to $1.5M.)

2. The equity investors lack one or more of the following essential characteristics of a controlling financial interest:

a. The direct or indirect ability 1o make decisions aboul the entity’s activities through voting rights or similar rights.
(Education Empowerment Fund 1, LLC is controlled by a board of directors with voting rights held by the squity
investors).

b. The obligation (o absorb the expected losses of the entity (Gains and losses are allocated to members based on their
respective investments).

¢. The right to receive the expected residual retum of the entity {Residual interests are retumed 10 the members in a
pro rata distribution based on their respective percentage interests)

3. The equity investors have voting rights that are not proportionate to their economic interests, and the activities of the entity
involve or are conducted on behall of an investor with a disproportionately small voting interest. (Voting_Rights: The
agreement requires the unanimous vote of the members; under Delaware law, managers who arc also members have the
same rights and powers of other members uniess the operating agreement provides otherwise. Entity_Activities: Education
Empowerment Fund 1, LLC provides student loans to unrelated third parties and thereby generates profits which are
allocated to the members in proportion to their respective percentage interests.)




The Company accounts [or this investment at the lower of cost or fair value, which is the Company’s investment basis {cost), per
EITF 03-16, Accotnting for Invesiments in Limited Liability Compames.

Securitization Accounting

To meet the sale criteria of SFAS No. 140, the Company’s securitization uses a two-step structure with a Qualified Special Purpose
Entity (“QSPE") that legally isolates the transferred assets from the Company, even in the event of bankruptcy. The transactions are
also structured, in order to mect sale treatment, to ensure that the holders of the beneficial interests issued by the QSPE are not
constrained from pledging or exchanging their interests, and that the Company does not maintain effective control over the
transferred assets.

The Company assessed the financial structure of the securitization to determine whether the trust or other securitization vehicle meets
the sale criteria as defined in SFAS No. 140 and accounts for the transaction accordingly, To be a QSPE, the trust must meet all of
the following conditions:

* It is demnonstrably distinet from the Company and cannot be unilaterally dissolved by the Company and ar least 10 percent of the
fair value of its interests is held by independent third parties.

» The permitted activities in which the trust can participate are significantly limited. These activities are entirely specified up-front
in the legal documents creating the QSPE.

» There are limits o the assets the QSPE can hold; specifically, it can held only financial assets transferred to it that are passive in
nature, passive derivative instruments pertaining to the beneficial interests held by independent third parties, servicing rights,
tempaorary investments pending distmbution to security holders and cash.

+ 1t can only dispose of its assets in automnatic response to the occurrence of an event specified in the applicable legal documents
and must be owside the controd of the Company.

Retained Interests in Securitizations

The Company securitizes its student loan assets and for transactions qualifying as sales retains Residual Interests, all of which are
referred to as the Comparty’s Accounts Receivable from Securitizations. The Residual Interest is the right to receive cash flows from
the student loans and reserve accounts in excess of the amounts needed to pay servicing, derivative costs {if any), other fees, and the
principal and interest on the bonds backed by the student loans. The investors of the securitization trusts have no recourse to the
Company’s other assets should there be a fziture of the student loans 1o pay when due.

Tle Company recognizes the resulting gain on student loan securitizations n the consolidated statements of operations. This gain is
based upon the difference between the allocated cost basis of the assets sold and the relative fair value of the assets received. The
component in determining the fair value of the assets received that involves the most judgment is the Residual Intcrest. The Company
estimates the fair value of the Residual Interest, both initially and each subsequent quarter, based on the present value of future
expected cash flows using management's best estimates of the following key assumptions — defaults, recoveries, prepayment
speeds, interest rates on the asset backed bonds, the forward interest rate curve and discount rates commensurate with the risks
involved. Quoted market prices are not available for the Residual Interest. The Company accounts for its Residual Interesis as
available-for-sale securities. Accordingly, Residual Interests are reflected at market value with temporary changes in market value
reflected as & component of accurnulated other comprehensive income in stockholders™ equity.

The Company records interest income and petiodically evaluates its Residual Inmterests for other than temporary impairment in
accordance with the Emerging Issues Task Force (“EITF”) Issue No. 99-20 “Recognition of Interest income and Impairment on
Purchased and Retained Beneficial Interests in Securitized Fimancial Assets.” Under this guidance, each gquarter, the Company
estimates the cash flows to be received from its Residual loterests which are used prospectively to calculate a yield for income
recognition. [n cases where the Company's estimate of future cash flows results in a decrease in the yield used to recognize interest
income compared to the prior quarter, the Residual Interest is written down to fair value, first to the extent of any unrealized gain in
accumulated other comprehensive income, then through earnings as an other than temporary impairment.




Income Taxes

The income 1ax benefit is cetnputed on the pretax income (loss) based on the current tax Jaw. Deferred income taxes are recognized
for the 1ax consequences in future years of differences between the tax busis of assets and liabilities and their financial reporting
amounts at gach year-end based on enacted tax laws and statutory tax rates.

n rketin

The Company expenses the costs associated with sales and marketing as incurred, Sales and marketing expenses, included in the
statements of operations for the years ended June 30, 2007 and 2006 were $13,944,598 and $7,447 426, respectively.

(Loss) Per Share of Common Stock

Historical net (loss) per common share is computed using the weighted average number of common shares outstanding. Diluted
earmings per share (EPS) include additional dilution from common stock equivalents, such as stock issuable pursuant to the exercise
of stock options and warrants,

‘The following is a reconciliation of the computation for basic and diluted EPS for the years ended June 3¢, 2007 and June 30, 2006:

June 30, June 30,

2007 2006

(Restated)
Net {loss) applicabie to common shares $(29.422,684) $(38,622.122)
Weighted-average comman stock B .
Outstanding (Basic) 20720628 15,100,652

Weighted-average common stock

. equivalents: :

Stock options - -

Warrams ' . N
Wetghted-average common stock .
' outstanding (Diluted) 020,720,628 15,100,652

For June 30, 2007 and 2006, warrants (6,833,929 and 15,604,968} were not included in the computation of diluted EPS because
inclusion would have been antidilutive. For June 30, 2007 and 2006, options (5,737,807 and 4,320,485) were not included in the
computation of diluted EPS because inclusion would have been antidilutive.
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Financial Instruments Disclesures of Fair Value

Statement of Financial Accounting Standard 107, Disclosures about VFair Value of Financial Instruments, (FAS 107), requires
entities to disclose the fair value of all (recognized and unrecognized) financial instrzments that is practicable to estimate, including
liabilities. The estimates of fair value of financial instruments are summarized as follows:

Carrying amounts approximate fair value

June 30,
June 30, 2006
2007 (Restated}

Cash . _ $ 11,605,531 § 17,899,504
Restricted cash o o 3153840 2975430
Accounss Recevable ] . 1,979,058 4,367
Federal student loans, held for sale . o 71,394.702 0
Accounts Payable o ) 3835193 1410865
Notes Payable - Doral Bank B o ) ) ) 1,398,529 806,182
Notes Payable - Merill Lynch . 11,713,393 17,863,560
Notes Payable - Nomura ¢ 18,732,264
‘_;Accéunss Receivable from Seggrilizat_ions T . T ) 11,19{,‘357 Oj

The fair value of the Accounts Receivable from Securitizations is intematly calculated by discounting the projected cash ftows to be
received over the life of the trust. [n projecting the cash flows to be received, the primary assumptions the Company makes relate 1o
prepayment speeds, default and recovery rates, and cost of funds. These assumptions are developed internally. See Note 15 -
Securitization, for further discussions regarding these assumptions. Carrying values approximate fair value for the other listed assets
and liabilities because of their short time to realization.

Assets with fair values exceeding carrying amounts

June 30, 2607
Carrying
. _ R ) ~ Vazlue Fair Value .
Private student loans receivable, held for sale, net of valuation reserve $ 5441174 3 6,023,150,
Investment in Education Empowerment Fund I, LLC ) $ 332071 § 341,546

Jure 30, 2006 (restated)
Carrying
~ Value Fair Value
$ 38749736 § 42,869,602‘_

Private student Joan receivable, held for sale, net of valuation resetve

The Company determined the fair value of its student loans receivable through a net present value analysis on an individual loan
basis. This analysis considered the 2004 United States Department of Education’s cohort default rates for Title IV post-secondary
educational institutions, an individual loan basis of valuation, and estimated prepayment assumptions. As of June 30, 2007, the
approximate 10.7% increase in fair value over the carrying value, which is the Company’s cost, results from this net present value
meodeling of future cash flows from the borrowers servicing these Joans tempered by all of the above factors.

The fair value of the Investment in Education Empowerment Fund 1, LLC was determined from the June, 2007 net asset value report
provided to the investors in this entity.
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tock B mpensation

At June 30, 2007, the Company had two stock-based compensation plans, the revised 2004 Omnibus Incentive Plan and the 2005
Consultant Incentive Plan, both of which were registered with the Securities and Exchange Commission in Nevernber, 2005. During
the quarter ended December 31, 2005, the Company adopted the Financial Accounting Standards Board (“FASB™) Statemeni 123(R),
Share-Based Paymentis {(FAS123R). FAS 123R requires compensation expense, measured as the fair value at the grant date, related to
share-based payment transactions to employees to be recognized in the financial statements over the period that an employee
provides service in exchange for the award.

The Company recognized $5,625,117 in stock based compensation expense for the year ended June 30, 2007.
The Company recognized $7,814,692 in stock based compensation expense for the year ended June 30, 2006,
Recen nting Pronouncemen

In February 2006, the FASB issued SFAS 135, dccounting for Certuin Hybrid Financial Instruments, an amendment of FASB
Statement 133 Accounting for Derivative Instruments and Hedging Activities and FASB Statement 148, Accounting for Transfers
and Servicing of Financial Assets and Extinguishments of Liabilies (SFAS 155). SFAS 155 was effective for the Company
beginning in the first quarter of fiscal 2007, SFAS 155 permits interests in hybrid financial instruments that contain an embedded
derivative, which would otherwise require bifurcation, te be accounted for as a single financtal instrument at fair value, with changes
in fair value to be recognized in eamings. This election is permitted on an instrument-by-instrument basis for all hybrid financial
instruments held, obtained, or issued as of the adoption date. The adoption of SFAS 155 did not have any material impact on the
Company’s consolidated financial condition or results of operations.

[n March 2006, the FASB issued SFAS 156, Accounting for the Servieing of Financial Assets, an amendment of FASB Statement
140, Accounting for Transfers and Servicing of FFinancial Assets and Extingwishments of Liahilities (SFAS 156). SFAS 140 required
that all separately recognized servicing assets and liabilities be initially measured at fair value, if practicable, and required entities to
elect either fair value measurement with changes in fair value reflected in earnings or the amortization and impairment requirements
of SFAS 140 for subsequent measurement. SFAS 156 was effective for the Company beginning in the first quarter of fiscal 2007,
The adopticn of SFAS 156 did not have any material impact on the Company’s consolidated financial condition or results of
operations.

In July 2006, the FASB issued FASE Interpretation 48, Accounitng for Unscertauty in ficome Taxes - an interpretation of FASB
Statement 109 (FIN 48). FIN 48 clarifies the accounting for uncertainty in income taxes recognized in an entity's financial statements
in accordance with SFAS 109, Accounting for Income Taxes. FIN 48 prescribes a recognition threshold and measurement attribute
for financial statement disclosure of tax positions taken or expected to be taken on a tax return. This interpretation is effective for
fiscal years beginning after December 15, 2006. Consistent with the requirements of FIN 48, the Company will adopt this
proncuncement on July 1, 2007. The Company is cutrently evaluating the provisions of FIN 48 and has not yet determined the
impact, if any, on the Company’s conselidated financial statements.

In September 2006, the FASB issued Statement of Financial Accounting Standards No. 157, Fair Falue Measurement (SFAS 157).
This standard provides guidance for using fair value to measure assets and liabilities. SFAS 157 applies whenever other standards
require (or permit) assets or liabilities to be measured at fair value but does not expand the use of fair value in any new
circumsiances. Prior to SFAS 157, the methods for measuring fair value were diverse and inconsistent, espectally for items that are
not actively waded. The standard clarifies that for items that are not actively traded, such as certain kinds of derivatives, far value
should reflect the price in a transaction with a market participant, including an adjustment for risk, not just the Company’s mark-to-
model value. SFAS 157 also requires expanded disclosure of the effect on eamnings for items measured using unobservable data.
SFAS 157 is effective for financial statements issued for fiscal years beginning after November 15, 2007, and interim periods within
those fiscal years. The Company is currently evaluating the impact of this statement on i1s financial statements.
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NOTE3-

The FASB also issued in September 2006 Statement of Financial Accounting Standards No. 158, Employers’ Accounting for Defincd
Benefit Pension and Other Postretirement Plans (FAS 158) an amendment of FASB Statements 87, 88, 106 and 132(R). This
Standard requires recognition of the funded status of a benefit plan in the statement of financial position. The Standard also requires
recognition in other comprehensive income certain gains and losses that arise during the period but are deferred under pension
accounting rules, as well as modifies the timing of reporting and adds certain disclosures, FASI58 provides recognition and
disclosure elements to be effective as of the end of the fiscal year after December 15, 2006 and measurement elements to be effective
for fiscal years ending after December 15, 2008. The Company has not yel analyzed the impact FAS158 will have on its financial
condition, results of operations, cash flows or disclosures but notes that the Company does not currently have in place a defined
benefit pension plan.

In February 2007, FASB issued Statement of Financial Accounting Standard No. 159, The Fair Value Option for Financial Assets
and Financial Liabilities - Including an amendment of FASE Statement No, 115 (SFAS 159). SFAS 159 permits entities 1o elect to
measure many financial instruments and certain other items at fair value. Unrealized gains and losses on items for which the fair
value option has been elected will be recognized in earnings at each subsequent reporting date. SFAS 159 is effective for fiscal years
beginning after November 15, 2007. The Company is currently assessing the impact of SFAS 159 on its consolidated financial
statements.

In June 2007, the FASB ratified EITF [ssug No. 06-11 "Accounting for Income Tax Benefits of Dividends on Share-Based Payment
Awards” (EITF 06-11), which requires entities 10 record tax benefits on dividends or dividend equivalents that are charged te
retained eamnings for cerfain share-based awards to additional paid-in capital. In a share-based payment arrangement, employees may
receive dividends or dividend equivalents on awards of nonvested equity shares, nenvested equity share units during the vesting
period and share options until the exercise date. Generally, the payment of such dividends can be treated as deductible compensation
for tax purposes. The amount of tax benefits recognized in additional paid-in-capiral should be included in the pool of excess tax
benefits available 1o absorb 1ax deficiencies on share-based payment awards. EITF 06-11 is effective for fiscal years beginning after
December 15, 2007 and interim periods within those years, Management is currently evaluating the effect of this guidance on MRU
Holding's financial condition and results of operations.

Rectassification

Cenain amounts in the June 30, 2006 financial s1atements have been reclassified to conform to the June 30, 2007 presentation, There
was no etfect on net loss for the periods.

STUDENT LOAN RECEIVABLES, HELD FOR SALE

Student loan receivables are private student loans made to post-secondary and/or graduate students pursuing degree programs from
selective colleges and universities in the United States of America and abroad. Private student loans are not guaranteed by any
governmental entity and are unsecured consumer debt. Interest zccrues on these loans from date of advance, with the interest rate
dependent on the student borrower's choice of repayment option (deferred, interest payment only, and principal and interest
payment). Once these [oans begin to service, borrower payments are applied 10 interest and principal consistent with the effective
interest rate method per SFAS 91, Accounting for Nonrcfundable #ees and Costs Associated with Originating or Acquiring Loans
and Iniial Direct Costs of Leases. Origination fee revenue is recognized, if applicable, over the principal servicing life of the loan,
also per SFAS 91.

The Company values its sudent toan receivables at the lower of cost or market on an individual logn basis. The Company determines
the fair market value of its student loans receivable through a net present value analysis of its student loan portfolios. This process is
described in Note 2, Financial Instruments Disclosures of Fair Value for private student loans receivable. The Company intends to
sell or securitize student loans receivable at a time indefinite, such action is largely dependent on the Company’'s ability to originate
and/or hold similar student loans receivable to bundle for sale or securitization.
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MRU Lending, [nc. (MRUL) and MRU Funding SPV, In¢. (MRUF) have loan purchase agreements with Doral Bank Federal
Savings Bank New York (Doral Bank), an affiliatc of the Doral Financial Corporation, Through November 30, 2005, MRUL had a
Ipan purchase agreement with Webbank, a Utah siate chartered financial institution and a wholly owned subsidiary of WebFinancial
Corporation.
The Doral Bank-MRUL loan program is secured by a $1 million seven-day cenificate of deposit held at Doral Bank, with assignment
rights to Doral Bank, The Daral Bank-MRUF loan program is secured by a $2 million seven-day centificate of deposit held zt Doral
Bank, with assignment rights to Doral Bank.
Through June 30, 2007, the Company purchased the following private student loan volumes through its various subsidiary loan
programs. All loans purchased through these loans programs are purchased at par, i.e. no discount, and without recourse or
redemption features availabie to the originating bank.

©  The Doral Bank-MRU Lending loan program purchased approximately $18.5 million in private student loans.

@ The Doral Bank-MRU Funding SPV loan program purchased approximately $121.1 million in private studemnt loans.

& The Webbank-MRU Lending loan pregrem purchased approximately 31.5 million in private student loans.

The Company has retained servicing rights on the loans purchased under its various subsidiary loan programs and has outsourced the
servicing function to a third party, who remits funds collected to us along with monthly activity reports.

NOTE 4- EIXED ASSETS

Fixed assets consist of the following at June 30, 2007 and 2006:

2007 2006

{Restated)

Computer network equipment $ 2,081,701 $ 691,872
Furniture and fixtures . 71,033 57912

Leasehold improvements 6,906 5,584
L ) ) 2,159,640 755,668
Less: accumulated depreciation (606,754) (218,537)
Total fixed assers $ 1552886 § 537131

Depreciation expense for the years ended June 30, 2007 and 2006 was $388,.217 and $160,930, respeciively,

NOTE 5- INTANGIBLE ASSETS

The Company acquired a scholarship resource database in July, 2005, After identification of tangible assets in this asset purchase, the
Company paid and assigned a valuation of $148,440 1o this intangible asset. The Company is amortizing this asset over a three year
useful life.

F-15




NOTE 6 -

The Company obtained a group of customer contracts, trademarks and technology, and a non-compete agreement related to a
transaction with The Princeton Review (TPR) detailed in Note 14 - Acquisition. The transaction vzlued the group of custemer
contracts at $1,500,000, the trademarks and technology at $1,000,000 and a non-compete with TPR at $500,000. The group of
customer contracts is amortized over a four year usefu life. The trademarks and technology are amortized over a five year useful life.
The non-compete is amortized over the agreement’s five year term.

As of June 30, 2007, the book value and accumulated amortization of the Company’s intangible assets follows.

Accumulated
Intangible Asser Book Value Amortization
Customer Contracts ’ $1,375,000 ' £125,000
:l"radcmurks & Technology 933333 66,667
Non-compets Agreement 466,667 33,333
Scholarship Resource data 49,480 98,960
TOTAL $2,824,480 $323,960

As of June 30, 2006, the book value and accumulated amortization of the Company’s intangible assets follows.

Accumulated
Intangible Asset Book Value Amortization
Scholarship Resource data £98,960 849,480
TOTAL 98,960 $49,430

EROVISION FOR INCOME TANES

Income taxes are provided for the tax effects of transactions reported in the financial staternenis and consist of taxes currently due.
Deferred taxes related o differences berween the basis of assets and liabilities for financial and income tax reporting will either be
taxable or deductible when the assets or lizbilities are recavered or setled. The difference between the basis of assets and liabilities
for financial and income tax reporting are not material therefore, the proviston for income taxes from operations consist of income
taxes currently payable.

The nature of the timing difference generating the deferred tax asses are the accumulated net operating loss carry forwards that can be
applied towards mitigating future tax liabilities of the Company. The Company has established a valuation account at the full value
of the tax deferred asset.

There were no provisions for income taxes for the fiscal years ended June 30, 2007 and June 30, 2006,

Deferred income taxes are determined using the liability method for the temporary differences between the financial reponting basis
and income tax basis of the Company’s assets and liabilities. Deferred income taxes will be measured based on the tax rates expscted
to be in effect when the temporary differences are included in the Company's consolidated tax remsm. Deferred tax assets and
liabilities are recognized based on anticipated future tax consequences atiributable to differences between financial statements
carrying amounts of assets and liabilities and their respective tax bases.

The Company's deferred tax asset, which the Company has set aside a valuation allowance at an equal amount, is due primarily to
the expected tax benefit of the Company's net operating losses. To-date, the Company’s operations have not generated any federal,
state, or tocal taxes beyond the minimum filing requircments, which can not and have not been mitigated by operating loss carty
forwards. The Company does not have an effective tax rate duc to the Company’s lack of taxable profiis to-date.

F-16




NOTE 7 -

2007 2006

(Restated)
'_Dgfgrrgd tax assets § 18,760,000 $ 8,680,000,
Less: valuation allowance (18,760,000)  (8,680.000)
;I'otals 13 -8 n

At June 30, 2007 and 2006, the Company had accumulated net operating loss deficits of $53.6 million and $24.8 million,
Ttespectively, available to offset future taxable income through 2026. The Company established valuation allowances equal to the full
amount of the deferred tax assets due to the uncertainty of the operating losses in future periods. Note that the Company's beneficial
conversion features for the Series B Convertible Preferred Stock increase the Company's accumnulated deficit but does not contribute
to net operating losses that can be used to offset future taxable income.

TOCKHOLDERS' ITY

Commen Steck

There were 200,000,000 shares of common stock authorized, with 25,714,393 and 17,593,565 shares issued and outstanding at June
30, 2007 and 2006, respectively, The par value for the common stock is $.001 per share.

The following detzils the common stock transactions for the year ended June 30, 2007:

7,000 warrants were exercised at a price of $3.80/warrant
7,089,445 warrants were exercised at a price of $3.50/warrant
284,362 warrants were exercised at a price of $2.00/warrant
109,000 warrants were exercised at a price of $1.60/warran
557,450 warrants were exercised at a price of $0.99/warrant
1,667 options were exetcised at a price of $5.90/option
16,668 options were exercised at a price of $4.80/option
16,667 options were exercised at a price of $3.73/option
3,336 options were exercised at a price of $3.50/option
4,165 options were exercised at a price of $3.45/option
33,333 options were exercised at a price of $3.22/option
1,000 options were exercised at a price of $3.15/option
2,000 options were exercised at a price of $3,00/option
3,750 options were exercises at a price of $2.85/option
24,999 options were exercised at a price of $2.00/option
60,000 options were exercised at a price of $1,60/option

0O 00 00CO0O 000000000

There were a total number of 7,953,248 warrants exercised for the year ended June 30, 2007 at a weighted average price of $3.29.
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There were a total number of 167,585 options exercised for the year ended Jyne 30, 2007 at a weighted average price of $2.69.
The following details the common stock transactions for the year ended June 30, 2006:

145,709 warrants were exercised at a price of $2,00/warrant

46,050 warrants were exercised at a price of $1.60/warrant

21,060 warrants were exercised at a price of $0.9%warrant

37,021 warrants were exercised at a price ol $0.50/warrant

89,950 warrants were exercised at a price of $0.02/option

16,250 employee options were exercised at a price of $3.07/option

50,000 employee options were exercised at a price of $3.00/option

75,000 emplayee options were exercised at a price of $2.00/option

765,479 and 2,682,544 shares of Preferred Series A were voluntarity and mandatorily converted to commen, respectively

00 0000 C 00

There were a total number of 339,790 wamrants excrcised for the year ended June 30, 2006 ava weighted average price of $1.20.
There were a total number of 141,250 options exercised for the year ended June 30, 2007 at a weighted average price of $2.48.
A total of 765,479 and 2,682,544 shares of Preferred Series A were voluntarily and mandaterily converted to common, respectively.

Series B Convertible Preferred Private Placement

There were 25,000,000 shares of Series B convertible preferred stock authorized, with 8,237,264 and 7,631,580 shares issued and
outstanding as of June 30, 2007 and 2006, respectively. The par value for this preferred issuance is $0,001 per share.

On December 30, 2003, the Conrolling Series A Convertible Preferred Stockholders approved an amendment and restatement of the
Company’s Centificate of Incorporation, to be cffective on or about February 13, 2006, creating 12,000,00¢ shares of Series B
Convertible Preferred Stock with a $0,001 par value and a $3.80 purchase price, The power, preferences, and rights of the Series B
Convertible Preferred Stock set forth in the Amended and Restated Certificate of Incorporatien include voting rights, dividends,
liguidation preference, conversion rights, proteciive provisions, redemption, election of board of directors, and right of first refusal in
any offerings of Series A Convertible Preferred Stock or Commaon Stock. Helders of Series B Convertible Preferred Stock have the
right 10 convert at any time afier the date of issuance,

On January 35, 2006, the Company agreed to issue 6,578,948 shares of the Scries B Convertible Preferred Stock av $3.80 per share to
various funds of Battery Ventures and Mermill Lynch [nstitutional Management Equity Partners. The transaction closed on February
13, 2006. Proceeds ol the financing will be used to advance the Company’s growth in the private student loan market.

On January 20, 2006, the Company received $5 million in proceeds from bridge promissory notes due to various funds of Battery
Ventures and Merrill Lynch Institutional Management Equity Partners, bearing interest at six (6%) percent per annum based on a 365
day year. The outstanding balance of these notes, together with accrued and unpaid interest thereon, shall be due and payable no later
than the earlier of (a) April 15, 2006 or (b} the clasing date of the private placement of Series B Convertible Preferred Stock to which
the Company receives gross proceeds of at leass $25 million. These notes were retired with accrued interest on February 13, 2006.




On May B, 2006, the Company agreed to issue an additional 1,052,632 shares of the Series B Convertible Preferred Stock at $3,80
per share to Lehman Brothers Group, Inc. and Keane Capital ¥, LLC. Proceeds of the financing will be used to continue the
Company’s growth in the private student loan market,

The Series B Convertible Prefersed Stockholders shall be entitled to receive cumulative dividends on the Series B Preferred at a rate
equal to six (6%) percent of the Series B Original [ssue Price annually, payable in arrears in additional shares of Series B Preferred,
The Series B Preferred shares paid pursuant to the foregoing dividend will be valued at the Series B Original Issue Price. Dividends
on the Series B Prefesred shall cease 10 acctue, and all acerued but unpaid dividends shall be paid in kind, by the Third Trading Day
after the first day on which the Market Price (the volume weighted average price for such date on the Principal Market, as reported
by Bloomberg Financial, LP} of a share of the Company’s Common Stock listed on a Principal Market {the New York Stock
Exchanpe or the NASDAQ National Market) is at least three (3) times the Original Series B Purchase Price for at least five (5)
consecutive Trading Days.

On June 15, 2007, the Company paid dividends to holders of Series B Conventible Preferred Stock through the issuance of 605,684
additional shares of Series B Preferred.

For the years ended June 30, 2007 and 2006, the balances for the additional paid-in capital account for the beneficial conversion
feature for the Series B Convertible Preferred Stock were $14,263,768 and $10,847,759, respectively, The Company will continue to
record the beneficial conversion feature for the Series B Convertible Preferred stock for any new issuances or dividends accrued on
this instrument.

The Series B Convertible Preferred Stock issued was effectively registered with the Securities and Exchange Commission on
February 22, 2007,

Stock Options

Under the amended 2004 Cmnibus Incentive Plan (OIP), the Company may grant either incentive stock options (1SOs) pursuant to
Section 422 of the Internal Revenue Code, non-qualified stock optiens (NQOs), restricted common stock, restricted common stock
units, performance grants, unrestricted common stock, or stock appreciation rights grants te its officers, directors, and employees and
NQOs, restricted common stock, restricted common stock units, unrestricted common stock, or stock appreciation rights to its
consultants or third party service providers.

The Compensation Committee admiénisters the QOIP, The Compensation Committee has the complete authority and discretion to
determine the terms of OIP grants.

150s and NQOs are granted at an exercise price not less than its fair value at the date of the grant. Options granted have a maximurm
tertn of ten years. Option-vesting periods range from immediate vesting 10 three years, with approximately 33% of stock option
grants vesting ratably over three years. At June 30, 2007 there were 2,190,845 shares available for future grants under the amended
2004 OIP and 1,275,513 shares available for future grants under the 2005 Consultant NQO Plan.

The key assumnptions for the Black-Scholes valuation method include the expected term of the option, stock prce volatility, risk-free
interest rate, dividend yield, forfeiture rate, and exercise price. Many of these assumptions are judgmentzl and highly sensitive.
Following is a table of the key weighted average assumplions used in the valuation calculations for the options granted in the years
June 30, 2006 and June 30, 2007, and a discussion of our methodology for developing each of the assumption used in the valuation
model.

. ) Jun-2007 Jun-2006
E@ected term 6.5 yrs i 6.5yrs
Expected volatility 57% 6%
Risk-free interest raze 4.64% 4.698%
Dividend yield 0% 0%
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Expected Term. This is the period of time over which the options granted ars expected to remain outstanding, Options granted have a
maximum term of ten years. The Company lacks sufficient historical exercise data that it may rely on to determine expected term for
the grants tssued through June 30, 2007. Therefore the Company relied on the simplified method for expected term as defined by the
SEC Staff Accounting Bulletin 107 (SAB 107}, where expected term cquals the sum of the vesting term and the original contractual
term, which is then divided by two. The Company has noted that the simplified methed for estimating expected term is only available
for option grants through December 31, 2007, when the SEC anticipates more detailed information should be available to the
Company. An increase in the expected term will increase share-based compensation expense.

Expected Volatility. Actual changes in the market value of our stock are used to calculate the volatility assumption, The Company
calculated daily market value changes during the period that the grant was issued to determine volatility, which was then annualized.
An increase in the expected volatility will increase share-based compensation ¢xpense,

Risk-Free Interest Rate. This is the ten-year US Treasury zero coupon bond interest rate posted a1 the date of grant having a term
cqual to the expected term of the option. An increase in the risk-free interest rate will increase share-based compensation expense

Dividend Yield. This is the annual rate of dividends per share over the exercise price of the option. The Company has no history of
paving a dividend, so this has been 0%. An increase in the dividend yield will increase share-based compensation expense.

Forfeiture Rate. This is the estimated percentage of oplions granted that are expected 10 be forfeited before becoming fully vested, i.e.
service-based awards where the full award does not vest due non-completion of the service by the employee, director, or consultant,
This percentage is derived from historical experience. An increase in the forfeiture rate will decrease compensation expense.

The following table summarizes the stock eption activity for the 2004 OIP for the years ended June 30, 2007 and 2006:

2007 2006
bptions outstanding at beginning of period 4,083,498 1,500,000
Options granted ] _ 2314708 2,733498
Options exercised (142,580} (141,250),
Options forfeited, expired or cancelled (729,806} (8,750)
Options outstanding a year cnd ' 5525820 4,083,498
Exercisable oprions at year end 3,977,495 2,355,845

The weighted-average fair value of these grams, calculated using the Black-Scholes valuation method under the assumptions
indicated above, was $2.39 in 2007 and was $2.34 in 2006,

The following table summarizes the stock option activity for the 2005 Consulamt NQO Plan for the years ended June 30, 2007 and
2006:

2007 2006
Options outstanding at beginning of period ' 236,987 o
Options granted o B ) B 0 - 236,987
Options exercised (25,000) ¢
Options forfeited, expired or cancelled 0 0
Options outstanding at year end 211,987 236,987
Exercisable options at year end 211987 207,820
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The following table summarizes information about the stock options outstanding for the 2004 CIP at June 30, 2007:

Exercise Price Range | Number Outstanding Remaining Life Number Exercisable Weighted Average
Exercise Price
180.01 - $1.00 798,909 7.71 643,564 $0.93
[$1.01 - $2.00 492,913 7.30) 517,913 51.64
$2.01 - $3.00 387,500 8.13 357.550) $2.95
1$3.01 - $4.00 1,902 414] 8.26 1,664,894 $3.24
54.01 - $7.00 1,944,084 .68 793,572 5647
[TOTAL 5,525.8704 8.54 3,977,495 $3.28

The following table summarizes information about the stock options outstanding for the 2005 Censultant NQO Plan at June 30,

2007:
Exercise Price Range | Number Qutstanding Remaining Life Number Exercisable Weighted Average
Exercise Price

$0.01-51.00 0 0.00) | 50.00
[$1.01 - $2.00 0 7.08 0 $2.004
£2.01 - $3.00 0 0,00 o $0.00
$3.01 - $4.00 108,500 8.30( 1085008 $3.58)
54.01 - $7.00 103,487 7.84 103,487 $4.68)
[TOTAL 211,987 8,08 211987 $4.11

Warrants

The following details the warrant exercise transactions for the year ended June 30, 2007:
0 7,000 warrants were exercised at a price of $3.80/warrant
o 709278 warrants were exercised a1 a price of $3, 50/warrant
O 284362 warrants were exercised at a price of $2.00/warrant
© 109,000 warrants were exercised at a price of $1.60/warrant
o 557,450 warrants were exercised at a price of $0.99/warrant

There were a total number of 8,050,593 warrants exercised for the year ended June 30, 2007 at a weighted average price of $3.25.

The following details the warrant exercise transactions for the year ended June 30, 2006:
¢ 145,709 warmants were exercised at a price of $2.00/warmrant
G 46,050 warrants were exercised &t a price of $1.60/warrant
G 21,060 wartants were exercised a1 a price of $3,9% warrant
© 37,021 warrants were exercised at a price of $0.50/warrant
o 89,950 warrants were exercised 2t a price of $0.02/warrant

There were a total number of 339,800 warrants exercised for the year ended June 30, 2006 at a weighted average price of $1.20.

The Company had the following warrants outstanding for the purchase of its common stock at June 30, 2007 and 2006:




ercise Expiration June 30, June 30,
Prige Date 2007 2006
3099 September 2006 , 0 , 64,747
$0.99 _ December2006 ) ) ] 0 808,539
50.99 Degember 2007 505,336 . 530,603
$0.99 o December 2008 . . } : 530,607 53():60'::
5099 April 2009 ) 22,740 22,740
$1.60 July 2007 . 100,000 100,000
$1.60 ) July2009 N . 242,850 361,850
$2.00 ) July 2007 . o ) . 90,119 374,481
$3.50 ) February 2007 , ) 0 7,999,449
$3.50 _ February 2016 o ) 207,500 o 227,500
$350 .. _  February 2016 , . 1482751 1,482,751
$350 March2017 ) o 180004 0
s380 _ __ December2010 L 152,000 159,000
$3.80 L February 2011 o . 2480264 2,480,264
53.80 _. .. December2016 o TR | ¥k 3 412,437
$400 April 2010 o o ) 50,000 50,000
roTaL 6,833,929 15,604,968
Exercisable warrants B _ o 6,421,492 13,738,086
Weighted average exercise price - . (%284 5283
NOTE 8- CREDIT LANE WITH NOMURA CREDIT & CAPITAL, INC,

On February 4, 2005, MRUL, a wholly-owned subsidiary of the Company, entered into a credit agreement (the “Credit Agreement”),
by and among Nomura, as Agent, a subsidiary of Nomura Holdings, Inc., and the institutions from time to time party thereto as
lenders, pursuant to which the lenders have agreed to provide MRUL with a $165 million secured revolving credit facility for the
origination and warehousing of private student loans. The loans under the Credit Agreement are secured by, among other things, a
lien on all of the student loans financed under the Credit Agreement and any other student loans owned by MRUL and not otherwise
released, together with a pledge of 100% of the capital stock of MRUL. The Credit Agreement contains terms and provisions
(including representations, covenants and conditions) customary for transactions of this type. The Company paid $206,500 in
deferred financing fees in association with the Credit Agreement.

The Credit Agreement also provides for customary evenss of default, including failure to pay principal, interest or fees when due,
failure to comply with covenants, breaches of certain representations and warranties, the bankruptcy of MRUL or MRU Lending
Holdeo, LLC (MRU Lending's direct parent and wholly-owned subsidiary of the Company), failure to maintain certain net worth
ratios, a material adverse change in MRUL’s ability 10 originate student loans, and failure of the Company to indirectly own 100% of
the outstanding capital stock of MRUL. The facility has a three year term. Related to this transaction, Nomura was granted a warrzni,
subject to certain terms and conditions, to purchase common stock of the Company equal to an approximately 27.5% ownership
interest in the Company on a diluted basis. The Company valued the warrants granted at $6,079.581 and recorded a deferred
financing fee in an equivalent amount (see Note 16 - Restatement).

On June 14, 2007, MRUL entered into an agreement with Nomura to terminate its credit line seven business days after the close of
the Company’s securitization of Private Student Loans, In connection with the early termination of the Credit Agreement, Nomura
agreed to waive its rights to be paid all amounts that would otherwise become due and payable 10 Nomura upea the ¢arly termination
of the Credit Agreement with respect to collateral securing the loans under the Credit Agreement as well as waiving all past, present
and firture fees due {or that may become due) and payable under the Credit Agrecment. Pursuant to this early termination agreement,
the Credit Agreement was terminated on July 5, 2007.




NOTE 9 -

NOTE 10 -

The Company recognized amoriization expense associated with the financing fees of $3,317,665 for the fiscal year ended June 30,
2007 and $2,060,943 for the fiscal year ended June 30, 2006.

As of June 30, 2007, there were no amounts outstanding on the Nomura line of credit.

CREDIT LINE WITH MERRILL LYNCH BANK USA (MLBU)

On January 23, 2006, the Company's private student lending subsidiary, MRU Funding SPV, Inc. (MRUF) entered into a definitive
agreement with MLBU pursuant 1o which MLBU will provide MRUF with a $175 million revolving credit facility for the origination
and warchousing of private student toans. The facility has a one year term, with periodic renewals at the option of both parties. Asa
result of this transaction, MLBU was pranted a warrant, subject to certain terms and conditions, to purchase up to 4.9% of the
Company’s Common Stock. Please see “Note 17 - Subsequent Events™ for a discussion of the current status of the facility.

The Company recognized amortization expense assoctated with all deferred MLBU financing fees of 52,130,260 for the year ended
June 30, 2007.

As of June 30, 2007, the MRUF obtained approximately $11.7 million in financing through the MLBU line of credit by
callateralization of toans originated through the Doral Bank FSB New York-MRUF loan program.

LOAN PROGRAM AGREEMENTS

On July 25, 2005, MRU Lending, Inc. ("MRUL™), a wholly-owned subsidiary of the Company entered into a definitive agreement
with Doral Bank NY, FSB (“the Bank™). The agreement provides for the Bank’s origination of private student loans 10 qualified
applicants participating in MRUL’s private student loan program, the marketing of such program and solicitation and qualification of
such applicants by MRUL or its affiliates and the sale by the Bank and purchase by MRUL of such student loans at par, i.e. no
discount, and without recourse. The business purpose of the Loan Program and Loan Sale Agreements between MRUL and the Bank
allow MRUL to purchase student loans originated by a Federal Savings Bank. There are legal and regulatory advantages to MRUL
for purchasing loans originated by a Federal Savings Bank that are not otherwise available to MRUL. The agreement between MRUL
artd the Bank is evidenced by a Loan Program Agreement and a Loan Sale Agreement both dated July 25, 2005, The Agreements
have a thiry-six (36} month term and are automatically renewable for up to two (2) successive terms of twelve (12) months.

The balances due to the Bank for origination of MRUL private student loans were 30 and $44,266 as of June 30, 2007 and 2006.

On January 10, 2006, MRU Originations, Inc. (*“MRUQ™) and MRU Funding SPV, Inc. ("MRUF™), wholly-owned subsidiaries of
the Company entered into definitive agreements with Doral Bank NY, FSB (“the Bank™). The agreement provides for the Bank’s
ongination of private student loans to qualified applicants participating in MRUQ’s private student loan program, the marketing of
such program and selicitation and qualification of such applicants by MRUO and the sale by the Bank and purchase by MRUF of
such student lozns at par, i.e. no discount, and without recourse. The business purpose of the Loan Program and Loan Sate
Agreements between, MRUQ, MRUF, and the Bank allow MRUF to purchase sudent loans originated by a Federal Savings Bank.
There are legal and regulatory advantages to MRUF for purchasing loans criginated by a Federal Savings Bank that are not otherwise
available to MRUF. The agreement between MRUQ and the Bank is evidenced by a Loan Program Apreement dated January 10,
2006. The agreement between MRUF and the Bank is evidenced by a Loan Sale Agreement dated January 10, 2006. The Agreetnents
have a thirty-six (36) month term and are automatically renewable for up to two (2) successive terms of twelve (12) months.
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NOTE 11 -

NOTE 12 -

The balances due to the Bank for origination of MRUQ private student loans were $1,398 529 and $761,916 as of June 30, 2007 and
2006.

PATENTS

The Company has a patent pending for a business method. This business method enables the Company to provide customized
financial products to consumers,

NTINGENCI
Earn Qut F re of isition

Related to the Company’s transaction with The Princeton Review (TPR), the Company could be obligated to pay an eam-out of up to
£1.25 million based upon certain performance targets of the assets purchased in (his transaction. In no event, will TPR owe the
Company any amounts based on the performance of the assets the Company acquired from TPR.

mployment Apreement;

The Company has three employment agreements with key management personnel. The following table summarizes the terms of the
employee agreements the Company has with key management personnel:

NAME TITLE EXPIRATION DATE
Edwin J. McGuinn, Jr, CEOQ November 11, 2007
Raza Khan President April 1, 2009

Vishal Garg CFO April 1, 2009

Please see “Note 17 - Subsequent Events” regarding the extension of Mr. McGuinn’s contract,

Legal Matters
Related to the Company's transaction with The Princeton Review (TPR), the Company assumed all costs, expenses, and judgments
arising out of the CollegeNET litigation that relate to the operation of the purchased assets on or after February 16, 2007.

On September 19, 2003, CollegeNET, Inc. fited suit in Federal District Cowt in Oregon, alleging that TPR infringed a patent owned
by CollegeNET {U.S. Patent No. 6,460,042 - the ‘042 Patent), related to the processing of on-line applications. College NET never
served TPR and no discovery was ever conducted. However, apparently based on adverse rulings in related lawsuits concerning the
‘042 Patent, CollegeNET dismissed the 2003 case against TPR without prejudice on January 9, 2004,

On August 2, 2005, the Court of Appeals for the Federal Circuit issued an opinion favorable to CollegeNET in its appeal from the
adverse rulings in the related lawsuits.

The next day, August 3, 2005, CollegeNET again filed suit against TPR alleging infringement of the same ‘042 Patent that was the
subject of the earlier action. On November 21, 2005, CollegeNET filed an amendment complaint, which added a second patent (U.$,
Patent No. 6,910,045 - the *045 Patent) to the lawsuit. TPR was served with the amended complaint on November 22, 2005, and filed
its answer and counterclaims on January 13, 2006, which was later amended February 24, 2006. On March 20, 2006 filed its reply to
TPR’s counterclaims. CollegeNET seeks injunctive relief and unspecified monetary damages.

TPR filed a request with the United States Patens and Trademark Office (PTO) for ex parte reexamination of ColtegeNET’s ‘042
Patent on September 1, 2005. TPR filed another request with the PTO for ex parte reexamination of CollegeNET's *045 Patent on
December 12, 2005. The PTO granted TPR's requests and ordered reexamination of all claims of the CollegeNET ‘042 patent on
Octaber 31, 2005 and ordered reexamination of all claims of the CotlegeNET *045 Patent on January 27, 2006.




NOTE 13 -

NOTE 14-

On March 29, 2006, the count granted TPR’s motion to stay all proceedings in the lawsuit pending completion of the PTO's
reexaminations of the CollegeNET patents. On November 9, 2006, the PTO issued a Non-Final Office Action rejecting all 44 claims
of the *042 Patent. On January 9, 2007, CollegeNET filed a response to the Non-Final office Action with the PTO. TPR could not
predict the likely outcome of these proceedings hut believed that it had meritorious defenses to the CollegeNET claims and intended
to vigorously defend. Although the Company has not been named as a party 1o the litigation, ColiegeNet couldl add us as a defendant
following our acquisition of the allegedly infringing intellectual property. Likewise, the Company believes that it also has
meritorious defenses to the CollegeNET claims and intends to vigorously detend.

Please see “Note 17 - Subsequent Events” for a discussion of the current status of the CollegeNET litigation.

Operating Leases

The Company leases office equipment and corporate space under leases with terms between one and seven years, Monthly payments
under the current leases range between 5200 and $142,375. The Company is required to pay its pro-rata share of costs relating to

certain of the leased facilities,

The fellowing is a schedule by fiscal years of future minimum rental payments required under the operating leases which have an
initial or remaining non-cancelable lease term in excess of one year as of June 30, 2007:

2008 $ 1,056,167
2009 $2,365,224
2010 52,031,515
2011 §2,115265
2012 $2,115,265

RELATED PARTY TRANSACTIONS

The obligations of the Company under the ISID Finance of America, Inc. sub-lease are puaranteed by Edwin §. McGuinn, the
Coampany’s Chief Executive Officer, in accordance with a Guaranty dated Apnl 26, 2005 executed by Mr. McGuinn in favor of the
Sub-landlord.

ISIT

Effective February 16, 2007, the Company's Embark subsidiary, which is wholly owned by the Company's GoToCollege Holdings
subsidiary, entered into a definitive Asset Purchase Agreement with The Princeton Review (TPR} to purchase proprietary
technology, trademarks, and customer contracts. The total purchase price was $11,928,859 - $6,320,143 cash paid 10 TPR, $252,630
in related liabilities assumed, $5,265,179 in deferred customer contract revenue liability assumed, and $99,907 in Company legal fees
for this transaction.

The fair value of the assets acquired is summarized as follows:

Customercontracts ... TTs 100000
Trademarks and technology L ... ..op00000
Non-compete agreement 500,000 1
TOTAL $ 3,000,000
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The transaction was accounted for by the purchase method of accounting. Accordingly, the purchase price was allocated to the assets
acquired based on the estimated fair value at the acquisition date. The excess of the purchase price over the fair value of the assets
acquired was attributed to goodwill - $8,928 859, During the quarter ended June 30, 2007, the company reduced the purchase price of
the transaction by $3,053,915, reflecting a revaluation in the deferred customer contract revenue liability assumed. Goodwill
artributed 1o the transaction was correspondingly reduced to $5,874,944. The Company adopted SFAS 142, Goodwilt and Qiher
Intangible Assets, and will assess the goodwill and intangible assets purchased in this transaction annually in the Company’s fiscal 4%
quarter for impairment. In making this assessment, the Company will rely on several factors including operating results, business
plans, economic projections, anticipated future cash flows, and market place data. Goodwill will be assessed more frequently upon
the occurrence of an event or circumstance indicating that the carrying value is greater than tts fair value.

NOTE 15 - SECURITIZATION
On June 28, 2007, the Company closed its first securitization of its private student loan assets. The transaction was accounted for as a
sale of the $138 million of private student loans securitized. In connection with the szle, the Company booked a gain of $16.2 millien
based upon the excess of the proceeds and value of the Residual Interest received over the camrying value of the assets sold. The
Company values the retained Residual Interest at $11.2 million, all of which are referred to as the Company’s Accounts Receivable
from Securitization. The Residual Interest is the right to receive cash flows from the student loans and reserve accounts in excess of
the amounts needed 10 pay servicing, other fees, and the principal and interest on the bonds backed by the student loans. The residual
cash flows are expected to be received by the Company over approximately 28 years. The investors in the securitization trusts have
no recourse 1o the Company's other assets should there be a failure of the student loans to pay when due.
The following table summarizes the Company's securitization activity for the vears ended hune 30, 2007 and 2006.
(8's in Thousands) Years Ended June 30,
2007 2006
Amount of Amount of
Loans Sold Loans Sold
#of to Securit-  Pre-Tax #of to Securit-  Pre-Tax
Transactions  izations Gain Grain % Transactions  izations Gain Gain %
Private Student Loans L $137,792 816205 118% 0 $0 0 00%
Federal Student Loans 0 0 0 00% 0 0 0 0.0%
Total Securitizations L $137,792  $16205 118% 0 50 80 0%

F-26




Key ecenomic assumptions used in estimating the fair value of the Residual Interest at the date of securitization were as follows.

Years Ended June 30,
2007 2006
Private Student Federal Student Private Smudent Federal Student

Loans Loan Loan Loans
}\nnual Prépéy_meﬁt Rate (1) B 1% N/A N/A NA
Cumulative Default Rate (2) 4.5% NYA - N/A N/A
:I)efaﬁit}iscovery Rate (3j T ’ 20%- - I_\i;’A. ’ N/A CON/A s
Weighted Average Life 9.6 yrs. NIA N/A N/A
Spread between LIBOR and 7 7 ’
Auction Rate Indices (4) 0.01% . NA N/A . NA
Discount Rate (5) 12% N/A N/A N/A

(1) Annual Prepayment Rate is applied after loans enter repayment and is in addition to impact of defaults on collateral average life.

(2) Cumulative Default Rate is the loan balance of defaulted student loans as a percentage of the aggregate principal balance of
student loans upon eniry into repayment.

(3) Default Recovery Rate is the percentage of the defaulted loan balance that is recovered over time.

(4) The senior tranches of the Company’s securitization are auction rate notes. The interest rate on auction rate notes is reset through
an auction process periodically (currently every 28-days). Based upon market conditions at the time of each auction, the spread
to LIBOR of the inferest rate requited by invesiors could be more or less than the initial spread to LIBOR at which the
transaction was priced.

(5) Discount Rate is the rate of return used to discount the residual cash flows projected given the collateral assumplions and the
securitization structure,

The following table summarizes cash flows received from or paid to the securitizations trust during the years ended June 30, 2007

and 2006.
(8's in Thousands) Years Ended June 30,
2007 2006
Net proceeds from sales of loans to securitizations ) 3 138,095 N/A |
Repurchases of securitized loans due to delinquency o - ) 0 N/A
Cash distributions from trusts related 1o Residual Interests _ - A 0 NIA

Resrdual Interest in Securitized Recervables
The following tables summarize the fair value of the Company's Residual [nterests (and the assumptions used to vafue such Restdual
Interests), along with the underlying off-balance sheet student loans that relate to those securitizations as of June 30, 2007 and 2006,

(8 s in Thousands) Years Ended June 30,
2007 2006
Private Student Federal Student Private Student Federal Student

Loans Loans Loans Loans
Fair value of Residual Interests ) $11,192 N/A ~ N/A N/A ,
Underlying securitized loan balance $137,828 N/A ~ N/A N/A
Weighted average life ’ i Toogyrs. Na A N/A ‘
Annual Prepayment Rate - T N/A N/A . N/A
Cumulative Default Rate 45% N/A ) N/A N/A
pefaul[ Recovery Rate - U . NA- NIA N/A
Spread between LIBOR and Auction Rate
. Indices _ _ . 0.01% ) N/A .. NA N/A
Discount Rate 12% N/A N/A N/A
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The following table summarizes the sensitivity of the value of the Residual Interest to variations in the key ecenomic assumptions
described above.

(55 in Thousands) Percentage Change in Assumptions Percentage Change in Assumptions
Down 20% Down 10%  Residual Balance Up 10% Up 20%
Annual Prepayment Rate ) )
. Residual Balance $11,662 $11,432 $IL192 810,960 510,736
% Change 4.38% 2,14% (2.07%) (4.07%)
:Cum-l:llmive Defau-h Rate B T B )
Residual Balance 511,973 $11,581 $11,192 310,806 510,420
" % Change ' T 69T% 348% . (3.45%) (6.90%)
Default Recovery Rate
" Residual Balance $11,044 $I1,118 $16092  $11,266 $11,340
% Change 13 (0.66%) i 0.66% 1.32%
biscoum Rate _ o B
Residual Balance $13.016 $12,059 $11492 $10,404 $9,687
% Change 16.29% T O175% (7.04%) {13.44%)
(S 's 1n Thousands) Percentage Change in Assumptions Percentage Change in Assumptions
Tighten L0 basis Tighten 5 basis Widen 5 basis  Widen 10 basis
points paints Residual Balatnce points points
Spread between LIBOR and Auction
Rate Indices
" Residual Balance $11,889 $11,540 $1L,192 $10,844 $10,495
% Change 6.23% 3% (3.11%) (6.23%)

These sensitivities are hypothetical and should be used with caution. The effect of each change in assumption must be calculated
independently, holding all other assumptions constant. Because the key assumptions may not in fact be independent, the net effect of
simuttaneous adverse changes in key assumptions may differ from the sum of the individual effect above.

The table below shows the Company’s off-balance sheet private student loan delinguency trends as of June 30, 2007 and 2006.

(S's 1n Thousands) As of June 30,
2007 2006

Loans in-school /grace/deferment (1) $109,778 N/A
Loans in forbearance (2) 789 2.5% N/A N/A
:anns in repayment - -

Current 7 26,763 95.4% NIA NiA
r Delinquent 31-60 Days (3) 409 1.5% ~ Na NIA

Delinquent 61-90 Days 87 0.3% N/A N/A
: Delinquent 91 Days or More 0 0.0% N/A N/A
Total Loans in repayment and forbearance _$28048 100.0% N/A N/A
Total off-batance sheet private student
. loans $137,828 NIA

{1) Loans for borrowers who are not required 10 make payments because they are still in or have returned to school, have recently
graduated, or are in other valid non-repayment statuses (¢.g., military service, medical / demal residency, etc.).

{2) Loans for borrowers who have entered repayment but have requested a morztorium on making payments due to economic
hardship or other factors, in keeping with established program guidelines.

{3) Delinquency is the number of days that scheduled payments are contractually past due.

NOTE 16 - R] MEN

The Company is restating the consolidated balance sheet as at June 30, 2006, and the consolidated statements of cperations, cash
flows, and changes in stockholders equity for the year ended June 30, 2006.

As identified in Note 8, on February 4, 2005, MRUL, a wholly-owned subsidiary of the Company, entered into a Credit Agreement
with Nomura under which Nomura agreed to provide MRUL with a $165 million secured revolving credit facility for the origination
and warchousing of private student loans. Related 1o this transaction, Nomura was granted a wamant, subject 10 certain 1emms and
conditions, to purchase common stock of the Company equal 1o, at that point in time, 27.5% ownership interest in the Company on a
diluted basis.
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NOTE 17 -

Financial Aceounting Standards no. 123R - Share Based Payments, requires, with respect to share based transactions with other than
employees, that the consideration received for the issuance of equity instruments shall be accounted for based on the fair value of the
consideration received or the fair value of the equity instruments issued, whichever is more reliably measurable.

As a result of a review by management of the data considered in deriving the value of the warrants issued to Nomura, management
has determined that a restatement is required to attribute appropriate value to the warrants. The impact of this restatement on the
consolidated balance sheet as at June 30, 2006 is an increase of $3,208,668 in deferred financing fees, net of amertization; an
increase of $6,079,582 in additional paid-in capital - warrants; and an increase of $2,870,914 in the accumulated deficit of the
Company. The June 30, 2003 balances for additional paid-in capital - warrants and accumulated deficit in the Consolidated Statement
of Changes in Stockholders’ Equity and Accumulated Other Comprehensive Income have increased $6,079,581 and, $844,386,
respectively. With respect to the consolidated statement of income for the year ended June 30, 2006, the restatement has the effect of
increasing depreciation and amortization by $2,026,527, from $1,969,858 to $3,996,385. The Company's net loss applicable to
common shares has increased $2.026,527 from ${36,595,595) to ${38,622,122). Net Loss per basic and diluted shares has increased
$0.14 from $(2.42) to $(2.56),

BSEQUENT EVENT

Warehouse Lines

Due to recent disruptions in the credit markets precipitated by the subprime mortgage crisis, the Company’s cost of its current credit
facilities have increased for the short term while these market disruptions are in effect to reflect current market interest and advance
rates. In anticipation of this potential cutcome, the Company bepan conversations with a number of other banks to broaden its
warchouse funding channels and 1o ensure competitive economic termns,

On September 26, 2007, the Company signed a term sheet with a major European bank for a 5 year, $200 million credit facility for
the funding of its private student loan portfelio which the Company expects to close, subject 1o firal documentation and ditigence, in
the first half of October.

The Company’s originations have grown over 100% in the prior year. As such in addition 1o the credit facility mentioned above, the
Company has received and is expecting additicnal term sheets from a number of investment and commercial banks for a
complemensary credit facility and has received terms from them for an additional facility in the size of $150 million. The Company
expects to ¢lose an additional warehouse line with at least one or morg of these counterparties over the next 60 days.

The Company cutrently expects to extend its credit facility with Merrill Lynch Bank USA (“MLBU") which is up for renewal on
December 24, 2007, The Company’s current agreement with MLBU provides Merrill Lynch with the right of first offer on financing

the Company’s private student loan portfolio for a period of 3 years and up to $500 million in loan volume.

The Company believes that the expected increased cost of warehouse financing for its collateral prior 1o securitization would enly
have a miner impact on the overall income it expects to generate on the loans.
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College Net Litigation

On July 20, 2007 the PTO issued a “Notice of Intent 1o Issue Ex Parte Reexamination Certificate” in the reexamination of the ‘042
patent. A reexamination certificate is expected 10 be issued for the ‘042 patent within the next several months. Based on the PTO's
July 201h notice, the certificate is expected to confirm the validity of claims 1-3¥ as originally issued, allow new claims 45-53 and
allow the other claim with certain amendments. The PTO’s July 20th decision to allow claims 1-31 of the "042 patent as originally
issued is in cenflict with a jury verdict rendered on October %, 2006 in the case of CollegeNet v. XAP Corporation (Civil Action No.
03-129-BR), which found that claims 16, 18-22, 28, 32, 33, 36 and 38 of the *042 patent are invalid However, as of July 27, 2007, a
final judgment has not been entered in the CollegeNet v. XAP Corporation lawsuit,

The Company continues 10 believe that it has meritorious defenses 10 the CollegeNET claims and intends to vigorously defend itself,
if necessary.

Auction Rate Market

In August 2007, the rapid deterioration of subprime mortgages and collateralized debt obligations lead to disruptions in the money
markets which in turn impacted the market for auction rate student Joan notes. Since that time, similar to the experience of other
issuers of student loan auction rate notes, the interest rate on the Company’s student loan auction rate notes has widened to
approximately 0 80% over Libor, As discussed above in “Note 1€ - Securitivation - Residual Interest in Secunitized Receivables”, an
increase in the spread between Libor and Auction Rate Indices would reduce the estimated fair vatue of the Company’s Residual
Interests.

On a quarterly basis, the Company is required to re-evaluate the fair value of its Retained Interest in its securitization. As such, the
Company will take the outlook for the interest rates for auction rate securitics into account when next evaluating the fair vatue of its
Retained Interest, Based upon conversations with market makers in auction rate securities, the Company believes that the higher
interest rates in the student loan auction rate market are a temporary phenomenon. To date the increased rates on the Company’s
auction rate notes have lead to interest expense in excess of projections of approximately $150,000.

Employment Contract My. Edwin J. McGumn, Chairman of the Board and Chief Executive Officer

Cm September 27, 2007, the Company entered into an amended employment agreement (the *Amended Agreerent™) with Edwin J.
McGuinn, Jr., the Company’s chief executive officer. Among other things, the Amended Agreement extends the term of Mr.
McGuinn’s employment as chief executive officer of the Company to October 31, 2008, subject to automatic renewals for successive
one-year periods thereafier, and (ii} provides that Mr. McGuinn’s annuat salary will increase to $250,000, effective January 1, 2008,
Higher Education Access Act of 2007

On September 27, 2007, the Higher Education Access Act of 2007 (“HEAA™) was signed into law. The HEAA reduces contains the
following provisions:

¢ the interest rate paid by the borrower on Stafford Loans is reduced from 6.8% to 3.4% over five years,

» the special allowance payments that for-profit holders of federal loans receive is reduced by 0.50% for Stafford Loans and
consolidation loans and 0.80% for PLUS loans,

o the loan fee charged 1o FFELP loan lenders ts increased from 0.5% to 1% and the fee is prohibited from being collected from the
borrower,

»  the federal guaraniee of FFELP loans is reduced from 98% to 97% of the balance of the loan,

»  the annual agpregate loan payment ameunts made by low-inceme borrowers are capped at 15% of their adjusted gross income,
*  allows borrawers in public service professions to have a portion of the loan forgiven after having made payments for 10 years,
¢ the maximum amount of Pell grants are increased, and

» apilot program for the auctioning of PLUS loans originations will be established.

The overall impact of the HEAA is to reduce the potential profitability of FFELP loans.
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EXHIBIT 31.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER

1, Edwin J. McGuinn, Jr., certify that:
1. I have reviewed this annual report on Form 10-KSB of MRU Holdings, Inc.; |

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to
make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period
covered by this report;

3. Based on my knowledge, the financial statements, and other financial information inchided in this report, fairly present in all material
respects the financial condition, results of operations and cash flows of the small business issuer as of, and for, the periods presented in this

report;

4. The small business issuer's other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(¢)) for the small business issuer and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the small business issuer, including its consolidated subsidiaries, is made
known to us by others within those entities, particularly during the period in which this report is being prepared;

(b) Paragraph omitted in accordance with SEC transition instructions contained in SEC Release Nos. 33-8238 and 34-47936;

(c) Evaluated the effectiveness of the small business issuer's disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based
on such evaluation; and

(d) Disclosed in this report any change in the small business issuer’s internal control over financial reporting that occurred during the
small business issuer's most recent fiscal quarter (the small business issuer's fourth fiscal quarter in the case of an annual report) that
has materially affected, or is reasonably likely to materially affect, the small business issuer's internal control over financial reporting;
and

5. The small business issuer’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the small business issuer's auditors and the audit committee of the small business issuer's board of directors (or persons
performing the equivalent functions):

{a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which
are reasonably likely to adversely affect the small business issuer's ability to record, process, summarize and report financial
information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the small business
issuer’s internal control over financial reporting.

Date: September 28, 2007 MRU HOLDINGS, INC.

{s/ Edwin J. McGuinn, Jr.
By: Edwin J. McGuinn, Jr.
Its: Chief Executive Officer




EXHIBIT 31.2
CERTIFICATION OF CHIEF FINANCIAL OFFICER
1, Vishal Garg, certify that:
1. T have reviewed this annual report on Form 10-KSB of MRU Holdings, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to
make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period
covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material
respécts the financial condition, results of operations and cash flows of the small business issuer as of, and for, the periods presented in this

report,

4, The small business issuer's other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) for the small business issuer and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the small business issuer, including its consolidated subsidiaries, is made
known to us by others within those entities, particularly during the period in which this report is being prepared;

{b) Paragraph omitted in accordance with SEC transition instructions contained in SEC Release Nos. 33-8238 and 34-47986;

(c) Evaluated the effectiveness of the small business issuer's disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based
on such evaluation; and

(d) Disclosed in this report any change in the small business issuer’s internal control over financial reporting that occurred during the
small business issuer's most recent fiscal quarter {the small business issuer's fourth fiscal quarter in the case of an annual report) that
has materially affected, or is reasonably likely to materially affect, the small business issuet's internal control over financial reporting;
and

5. The small business issuer's other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the small business issuer’s auditors and the audit committee of the small business issuer's board of directors (or persons
performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of intenal control over financial reporting which
are reasonably likely to adversely affect the small business issuer's ability to record, process, summarize and report financial
information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the small business
issuer’s internal control over financial reporting.

Date: September 28, 2007 MRU HOLDINGS, INC.

s/ Vishal Garg
By: Vishal Garg
Its: Chief Financial Officer




Exhibit 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION %06 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of MRU Holdings, Inc. (the "Company") on Form 10-KSB for the period ending June 30, 2007, as filed
with the Securities and Exchange Commission on the date hereof (the "Report"), the undersigned, in the capacities and on the dates indicated
below, hereby certifies pursuant to 18 U,8.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:

(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

{2) The information contained in the Report fairly presents, in all material respects, the financial condition and result of operations of the
Company.

A signed original of this written statement required by Section 906 has been provided to the Company, and will be retained by the Company
and furnished to the Securities and Exchange Commission or its staff upon request.

Date: September 28, 2007 MRU HOLDINGS, INC.

s/ Edwin J. McGuinn, Jr.
By: Edwin J. McGuinn, Jr.
Its: Chief Executive Officer




Exhibit 32.2

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION %06 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of MRU Holdings, Inc. (the "Company™) on Form 10-KSB for the period ending June 30, 2007, as filed
with the Securities and Exchange Commission on the date hereof (the "Report"), the undersigned, in the capacities and on the dates indicated
below, hereby certifies pursuant to 18 U.8.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:

(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and result of operations of the
Company.

A signed original of this written statement required by Section 906 has been provided to the Company, and will be retained by the Company

and furnished to the Securities and Exchange Commission or its staff upon request.

Date: September 28, 2007 MRU HOLDINGS, INC.

s/ Vishal Garg
By: Vishal Garg
Its: Chief Financial Officer
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